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Sales... 


LISTEN TO... the Theatre 
Guild on the Air, presented 
every Sunday evening by 
United States Steel. Amer- 
ican Broadcasting Company, 
coast-to-coast network. Con- 
sult your newspaper for time 
and station. 


UNITED STATES STEEL 








‘ If you fabricate steel into consumer products, we'd like to call 
your attention to the experience of numerous other manufac- 
turers who use steel in the making of consumer products—and 
who have identified the steel they use by putting the U-S-S 


Label on their finished products. 


These manufacturers have found that when products bear the 
U-S-S Label, they are usually more quickly recognized . . . more 
warmly received . . . purchased with greater confidence by the 
consumer than products made of steel bearing unfamiliar labels, 


or no labels at all. 


There’s really no mystery surrounding this consumer-accept- 
ance of goods bearing the U-S-S Label. For the label has been 
consistently advertised over the years in the nation’s most widely- 
read periodicals. It is featured each week in a full-hour coast to 


coast network radio show. 


Today the U-S-S Label is accepted by millions as a dependable 
guide to quality steel. 


Manufacturers of quality steel products who desire more infor- 
mation on the use of U-S-S Labels are invited to address inquiries 
to United States Steel, P. O. 236, Pittsburgh, Pa. 


United States Steel Corporation Subsidiaries 
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>” New York, N. Y. 
March 19, 1947 


Philip Mastic & Co. Led., Inc. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock, 4% Series, and the regu- 
lar quarterly dividend of 90¢ per share 
on the Cumulative Preferred Stock, 
3.60% Series have been declared pay- 
able May 1, 1947 to holders of Pre- 
ferred Stock of the respective series of 
record at the close of business on April 
15, 1947. 

There also has been declared the 
quarterly dividend of 37%2¢ per share 
and an extra dividend of 25¢ per share 
on the Common Stock, ($5 Par), pay- 
able April 15, 1947 to holders of Com- 
mon Stock of record at the close of 
business on March 31, 1947. 

Pursuant to a resolution edopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
Par value of $10. 

t, G. HANSON, Treasurer. 
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BATTERIES 


COMPANY 


186th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of seventy-five cents ($.75) per 
share on the Common Stock, payable 
March 31, 1947, to stockholders of record 
at the close of business on March 17, 
1947. Checks will be mailed. 


H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia 32, March 7, 1947 








QC.F£- 


COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 


AMERICAN CAR AND FOUNDRY 


There has been declared a dividend of one 
and three-quarters per cent (134%) on the 
preferred stock of this Company outstanding, 
payable April 1, 1947, to the holders of 
record of said stock at the close of business 
March 24, 1947. 

Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 


CHARLES J. Harpy, Chairman 


Howarp C. 


March 13, 1947 


Wick, Secretary 





UNITED FRUIT COMPANY 
DIVIDEND NO. 191 


A dividend of fifty cents per share and an 
extra dividend of fifty cents per share on 
capital stock of this Company have 


the 
been 


declared payable April 15, 


stockholders of record March 20, 1947. 
Lionel W. Udell, 


Treasurer 


1947, 


to 
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N LINE with its long-established “Open 
Book” policy, Metropolitan recently 
asked Marquis James, noted historian 

and a Metropolitan policyholder, to write 
the Company’s Annual Report to Policy- 
holders for 1946. 


Mr. James was unusually well equipped 
to do this because he had just finished, at 
the request of the Company, a three-year 
study of Metropolitan’s operations from the 
time it was founded. The results of this 
study have been published by the Viking 
Press under the title of ““The Metropolitan 
Life, A Study in Business Growth,” on sale 
at any bookstore. 

In Mr. James’ report of the Company’s 
operations for 1946, he tells a story of con- 
tinued progress in service to policyholders. 


He points out— 


—that payments to policyholders and 
their beneficiaries last year exceeded 


$630,000,000. 


—that 2,400,000 people bought new 
Metropolitan policies in 1946. 


—that the amount of new insurance 
purchased in 1946 topped anything in 
Metropolitan’s 79 years in business. 


—that the gain in insurance in force 
set a new high record. 


—that the Company had one of the 
lowest death rates in its history. 


—that, despite a trend toward in- 
creased costs caused primarily by a 
continued decline in interest rates 
earned, the Company has found it pos- 





Marquis James tellsof 


“ONE OF METROPOLITAN’S 
GREATEST YEARS—1946” 


sible to continue dividends on Ordi- 
nary and Industrial policies during the 
coming year at the same rates as dur- 
ing 1946. 


Mr. James’ report is much more than a 
compilation of statistics. Among other 
things, he discusses the social value of 
Metropolitan’s investments. For example, 
he characterizes Metropolitan’s housing 
program as a— 


—‘‘vivid demonstration of how private 
enterprise works for the public good.” 


Whether or not you are a Metropolitan 
policyholder, you will find the Annual 
Report to Policyholders well worth read- 
ing. To get your free copy, just fill in and 
mail the coupon below. 








Policy Reserves Required by Law . 


policy benefits. 


Reserved for Future Payment Under 
Supplementary Contracts . . 


This amount, together with future premiums and reserve 
interest, is required to assure payment of all future 


BUSINESS REPORT FOR 1946 


(in accordance with the Annual Statement as of December 31, 1946, filed with the New York State Insurance Department.) 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


go Government Sec 
. S. Government 

Ma Government . 

Other Bonds. ° 

Provincial and Municipal ‘ 

Railroad . ; 

Public Utility 


$6,891,359,670.02 


332,747,697.65 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 


urities . $4,244,055,186.17 
. $4, 001, 167, 645.00 
242 887, 541.17 

9, Sunline 8 EOE ROIOSOT 
. $ 89,739,938.35 
530,654,827.57 
631,841,742.55 














Frederick H. Ecker, CHAIRMAN OF THE BOARD Leroy A. Lincoln, PRzS. 
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Policy proceeds from death claims, matured endowments, 
and other payments which beneficiaries and policy- 
holders have left with the Company to be paid out to 
them in future years. 


Policyholders’ Dividends Left on Deposit 
Reserved for Dividends to Policyholders . 


Set aside for payment in 1947 to those policyholders 
eligible to receive them. 


Policy Claims Currently Outstanding . ° 

Claims in process of settlement, and estimated claims 
that have occurred but have not yet been reported to 
the Company. 

Other Policy Obligations . 

Including premiums received in advance, ete. 


Taxes Accrued . . 

Including estimated amount of ‘taxes payable i in ‘1947 on 
the business of 1946. 

Contingency Reserve for Mortgage Loans .. . 

Miscellaneous Liabilities . . . .... . 


TOTAL OBLIGATIONS 


53,767,508.30 
137,845,377.00 


34,012,611.03 


30,523,903.19 


20,198,797.00 


21,000,000.00 
26,994,539.16 


. $7,548,450,103.35 


Thus, Assets exceed Obligations by $496,982,280.85 


This safety fund is made up of: 


Special Surplus Funds........... $83,533,000.00 


(including $69,833,000.00 for possible loss 
or fluctuation in the value of investments) 


ee 
Unassigned Funds (Surplus)..... $413,449,280.85 j 


NOTE:—Assets carried at $386,528,629.53 in the above statement are deposited with various public officials under requirements of lawor regulatory 
authority. Canadian business embraced in this statement is reported on the basis of par of exchange. In the Annual Statement filed with the 








Metropolitan Life 


Insurance Company 


(A MUTUAL COMPANY) 


1 MADISON AVENUE, NEw YorK 10, N. Y. 





seinen gm “a Miscellaneous . 


Stoc 


706,047,225.50 
106,662,750.00 


All ate $1, 533, *700.00 are Preferred or ‘Guaranteed. 


First Mortgage Loans on Real Estate 


Farms 


Other Property . 
Loans on Policies . . 


. 886,963,401.62 
.$ 86, 749, 350.06 

800,214,051.76: 
335,308,794.10 


Made to policyholders on the security "of their policies. 


Real Estate (after decrease by adjustment of $25,000,000 


208,908,746.54 


in the aggregate) 


Housing projects and other real estate 
acquired for investment . ns 
Properties for Company use 


$122,850,596.70 
34,885,954.04 


Acquired in satisfaction of mortgage 


indebtedness ($29,628,289.62 under 
contract of sale) . 
Cash and Bank Deposits . Ss 6a 6? 258 @ 


76,172,195.80 
126,654,058.48 


Premiums, Deferred and in 


Course of Collection, Net 
Accrued Interest, Rents, etc. ‘ 
TOTAL ASSETS TO MEET OBLIGA TIONS 


118,268,923.09 
60,326,790.03 
. $8,045,432,384.20 


This fund, representing about 6% percent of the 


obligations, serves as a cushion against possible un- 


favorable experience and gives extra assurance that 
all policy benefits will be paid in full as they fall due. 


METROPOLITAN LIFE INSURANCE Co. 
1 Madison Avenue, New York 10, N. Y. 


Gentlemen: 


Please send me a copy of your Annual Report to Policy- 
“One of Metropolitan’s Greatest Years—1946.”” 


holders, 


Name 


Massachusetts Insurance Department, Policy Reserves Required by Law are $6,891,481,278.02, and Miscellaneous Liabilities are $26,872,931.16. 
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BUSINESS ITSELF 


The Trend of Events 


PROFITS AND PRICES: While a few of the Nation’s 
industrial managements have had the vision and 
courage to announce price cuts, the laggard pace 
taken by the great majority to follow suit is unfor- 
tunate. This has become evident as the full account 
of 1946 net earnings approaches its end. Broadly 
viewed, it may appear heartening to the economy in 
our Land of Free Enterprise to note record peace- 
time profits during the first year of transition, but 
there is danger in some aspects of this super pros- 
perity. To ride on this shining rainbow with an eye 
on easy profits rather than on medium term re- 
actions, until it begins to fade, could create trouble 
of the first magnitude. The obvious day to preclude 
such a calamity is for all companies who can clearly 
afford to lower prices to implement such a program at 
once rather than await the spur of later competition. 

Taking the economy as a whole, it is no doubt 
true that over-all profits last year in relation to sales 
or to invested capital were not at all out of line with 
normalcy in good times. We could, however, name 
dozens of sound concerns whose net earnings in 1946 
were 100% above those of any previous year in 
their history and in some cases as much as six times 
all prior records. If such glorified performance is 
repeated in 1947, with no attempt to ease the bur- 
dens of hard pressed consumers, both labor and the 
public will be goaded into wholly needless antagonism 
and resentment. In special instances, therefore, the 
inertia delaying price cuts seems not only inexcus- 
able but sheer folly. As a matter of self preservation, 
clear-headed and able managements must become 
alert to dangers arising from what can only be 


termed profiteering from transient scarcities, that is, 
if they care a whit about stabilizing our form of 
enterprise. The responsibility rests squarely on the 
shoulders of a relatively few large concerns, many 
doing an international business, whose profit poten- 
tials for the current year should be voluntarily re- 
duced through price cuts, although with no need for 
creating criticism from their shareholders. If pro- 
ducers of consumer goods will follow the example of 
Ford, International Harvester and Du Pont, all may 
yet turn out well, but the urge to act must originate 
individually and be based upon wise thinking. 


BRITISH MORALE: Perhaps no bill yet passed by 
British Parliament has occasioned so much uproar 
and hectic debate as the one restricting operations 
of race tracks to one day a week. While this move 
was rationally inspired to conserve light and power 
during the current economic crisis, its impact upon 
millions of citizens was seemingly immense. Sports 
are to every Britisher, from King to coal miner, tops 
on the list of the Four Freedoms. And what is more, 
a guess as to winners must be backed by good hard 
cash, whether it be a shilling or many sovereigns. 
To be forced to forego a traditional trip to the dog 
or pony races on Wednesdays hereafter, even to the 
benefit of the home table or to employment itself, ap- 
pears to be one of the hardest pills the British public 
has had to swallow. If this basic love of risking hard- 
earned pennies and pounds be gambling, then gam- 
bling should no longer be decried by well meaning 
purists. So strongly ingrained in the British blood 
has it become to applaud successful competition and 
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to accept defeat without a whimper that this charac- 
teristic may in the end settle the nation’s economic 
and political destiny. To a Britisher a sure thing 
is anathema, but to take a chance is worth life and 
fortune. Right now the majority are betting that 
their new experiment in Government will be a win- 
ner, and until time proves the outcome, they in- 
wardly enjoy all the strain and tension involved. 
And the best part of it is that if they lose the wager, 
as is usually the case at the tracks, they will exhibit 
thoroughly good sportsmanship. With no loss of 
time they will scan the political sheets for the next 
best bet and set their chins for a new battle at the 
polls. If any bookmaker is offering odds against the 
British themselves, he would find plenty of American 
takers. 


ADMINISTRATIVE PROCEDURES: [f all the hubbub 
over balancing the budget results in little more than 
a compromise settlement not entirely satisfactory to 
anyone, at least it will have awakened the nation to 
what a far-flung business our Government now un- 
dertakes to manage. The astronomical amounts of 
income and outgo involved naturally give a clue 
to the magnitude of the Federal enterprise and with 
the knowledge that more than two million civilian 
employees are needed to keep the wheels running, 
the over-all picture becomes still more clear. Only a 
few decades ago, the headlines blazed with news that 
for the first time in history we had a “billion-dollar 
Congress”: now we have one more than 30 times as 
large, and with the expenses of general Government 
alone topping 1'% billion. But getting deeper than 
mere dollar considerations are those of the organiza- 
tional set-up responsible for the high cost of being 
governed. Granted that in both theory and in prac- 
tice the taxpayer derives some advantage from the 
multiple Federal bureaus and sub-bureaus, the patch- 
work process by which they have been built up dur- 
ing the past fifteen years indicates room for a dras- 
tic overhauling. So complex has the administrative 
structure become that only a handpicked body of 
outstanding business experts could hope to un- 
scramble the welter of needless or overlapping func- 
tions of the various departments, much less reassem- 
ble them in line with modern efficiency standards. 
This immense job will require time and effort to 
accomplish but it should be started right away, as 
urged already by certain Congressional leaders and 
industrialists. he task is one far above the ability 
of any one Chief Executive to undertake, and in- 
volves too much departmental rivalry for the Cabi- 
net members to tackle by themselves. Politics, too, 
must be left entirely out of the picture, thus call- 
ing for the highest measure of Statesmanship by 
Congressmen when it comes to approving the radical 
but sound steps which their appointees are sure to 
recommend. In the end there will be loud complaints 
from pressure groups of every kind that past privi- 
leges and benefits they enjoyed have been taken 
away, while at the administrative level claims will 


be made that efficiency has been tossed out of the 
window. But sober thinkers are realizing that with 
the elimination of genuine waste and with the 
advent of sensibly streamlined operations, a vast de- 
gree of improvement will be forthcoming. Ultimate- 
ly, the overburdened taxpayer can look forward to 
receiving better and better service at the hands of 
his Government, although in the process it should 
no longer be necessary for every twenty families in 
the land to support one more in Washington. 


A STATESMAN SPEAKS: When Senator Vandenberg 
recently left his rostrum for the Senate floor to warn 
against partisanship of any kind in discussing the 
President’s plea for aid to Greece and Turkey, his 
brief pronouncements carried immense significance. 
Hopefully, his remarks may sow the seeds for a 
major change in political thinking in the near term. 
His rebuke to Acting Chairman Sullivan of the 
Democratic National Committee for proposing a 
joint Party declaration for backing up Mr. Tru- 
man was the utterance of a great statesman rather 
than of a Republican opportunist. If the gist of 
his sentiments sinks deep into the minds of ou 
legislators, regardless of their Party affiliations, it 
could well mark a heartening return of Congres- 
sional philosophy characteristic of the early days 
when our Republic was in the making. In those 
times, the moulders of our political system, while 
divided into two camps as now, were of a type 
which needed no reminder that above Party loyalty 
personal conscience was transcendent. During the 
centuries, however, the scramble for personal power 
and local approbation, has resulted in Party 
cleavages quite artificial in terms and rigidity. 
With a constant eye on the polling booths rather 
than on the Country’s best considered development, 
discipline has tendered to smother individual thought 
to a considerable extent. At a time, accordingly, 
when unprecedented domestic as well as foreign 
problems are on the docket for solution. Congress- 
men will be put to an acid test in registering their 
votes on Capitol Hill. If Party lines are disrupted 
broadly in the determination of labor, tax and bud- 
getary legislation, the Nation will applaud rather 
than condemn the reverse trend towards the strong 
thinking of our forebears. In this event, thanks 
should be rendered to Senator Vandenberg for his 
forthright stand. 

Notre To Reapers: We believe you will find this 
issue of The Magazine of Wall Street of keen inter- 
est . . . it has been planned that way. The article on 
the outlook for second quarter business which starts 
on page 716 is significant. The commodity price 
story on page 719 is most timely. “The Future of 
the Sterling Area” is a deep, informative considera- 
tion of an outstanding world problem. Investors will 
find much of interest in our study of the 100 most 
active low priced stocks on page 736. And, remem- 
ber, if you have suggestions as to what you want to 
see in our magazine please don’t hesitate to let us 
know. 
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As g See GL / By ROBERT GUISE 


UP TO NOW 


HE FIRST REACTION to Mr. Truman’s plea for aid to 

Greece and Turkey was spontaneously good. But, 
as might be expected, this was followed by attempts 
in various quarters to rationalize the questions in- 
volved. As a result many erroneous conclusions are 
being drawn, although Acting Secretary of State 
Acheson’s frank replies to his Congressional ques- 
tioners should tend to clarify the minds of all doubt- 
ers at home and abroad. 

Narrow-minded critics 
must learn that our new- 
ly evolved foreign policy 
cannot be shackled to 
any set of rigid rules, for 
the variations and com- 
plexities of the individual 
situations will preclude 
the use of such a pattern. 
It is enough to know that 
the United States, as 
permitted by the Atlan- 
tic Charter and by Unit- 
ed Nations regulations, 
intends to use its full 
economic and _ financial 
weight to help any and 
all nations to conserve 
their freedom and resist 
inroads on their liberties 
from outside countries. 
In the cases now to the 
front, the infiltrations of 
Soviet Russia constitute 
a threat not only to the 
two small nations near 
her door but to all Dem- 
ocratic countries as well, 
but the Red veto would 
deter the United Nations 
from taking corrective steps. Hence it is up to us 
to step into the breech without delay. The firm stand 
taken by Secretary Marshall at Moscow is reaffirm- 
ing our determined policies and stimulating the 
courage of struggling Nations all over the w orld. 

Already in France the numerous political parties 
are forming Communist and Anti-Communist groups 
ready to fight for their beliefs. Encouraged by our 
heartening : stand there is no longer that ter rible fear 
that the United States will remain aloof, Rsciokaah 
while Russia pushes ahead to engulf the world. 
France now feels strengthened to “take a definite 
stand, for its citizens recognize that we really mean 
lesiness and will not leave them to the mercy of 
the Kremlin. 


ay « Re 
Russeil in the Los Angeles Times 
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“World Communism Is the Enemy” 





As for Greece, the criticism that this country is 
not a democracy is entirely without basis. The 
people by an overwhelming majority chose their own 
Government as the result of a free election super- 
vised by the United States and Great Britain. Only 
Russia refused her chance to help oversee this job. 
With only 13,000 armed guerillas fighting the con- 
stituted authorities, the tail is attempting to wag the 
dog in Greece and force 
its will upon the entire 
country. Had Mr. 
Churchill’s sound pian to 
invade Germany through 
Greece and the Balkans 
been carried out, Russia 
never could have rounded 
up all its satellites in 
Eastern Europe as_ it 
now has, nor would the 
Greek freedom now be 
threatened. As matters 
stand, this country’s in- 
dependence must be as- 
sured, as it is a last bar- 
rier against the Commu- 
nist flood. 

The surprise inclusion 
of Turkey in our State 
Department plans de- 
notes a similar crisis with 
Russia, due to the Red’s 
insistence upon partial 
control of the Darde- 
nelles. Such an enforced 
arrangement neither the 
United States nor any of 
the Western nations can 
permit, in view of the im- 
portance of our Mid East 
oil holdings and the need for unrestricted trade in 
that area and in the Far East. Experience has 
taught us that if Russia once got a toe hold on 
these strategic straits, she would at once shut out 
all foreign commerce. Because Turkey straddled in 
the war is no argument against her. Turkey was 
on a hot spot during hostilities, and, though neutral, 
forced Germany to allow hundreds of millions of 
goods to come through the Balkans to Constantinople 
and thence to Iran and on to Russia. The case for 
Turkey is a strong one. 

In discussing China, those who choose to say that 
we have deserted this nation while championing 
Greece are leaning upon generalities. Local fac- 
tors in these two countries (Please turn to page 767) 


ett 





713 


What To Do In This Market 


The decline from the recovery highs having 
halted, March 15, above the January sup- 
port level, a moderate rally has followed up 
to this writing. No movement will be of 





decisive significance until either the Febru- 
ary top is bettered or last October’s bear- 
market lows are broken. New purchases 
should be deferred and caution maintained. 


By A. T. MILLER 


T° IS MOST UNLIKELY that the market will go on 

much longer with the narrow movement and un- 
usually low volume of transactions which have 
mostly characterized the performance since our last 
previous analysis was written. The technical posi- 
tion is one from which there must before long de- 
velop either more rally or a break through the mid- 
January reaction lows in the daily averages, in 
which event it would take a further sell-off of only 
a relatively few points to bring up a test of the 
bear-market lows of last autumn. 

It attempting to forsee which way the decision 
should swing, not much aid is provided by the recent 
or immediate technical indications. The trend has 
been generally downward, interrupted by small oc- 
casional upturns, since the recovery highs ‘were 


established in the forepart of February. By March 
15 both the industrial and rail averages had slipped 
to within fractions of their January lows—which 
are key support levels so far as the intermediate 
trend is concerned—but did not violate them. The 
latter is all that matters—so long as it holds true. 
But whether the decline that began in February 
has been completed, at a level leaving the previous 
1947 trading range intact, is an open question; 
and only the market’s own action in coming days 
can supply the answer. The rally from the March 
15 lows to this writing has been too restricted in 
scope and volume to carry much conviction. The 
market remains largely a professional proposition, 
with the general public doing very little. The pro- 
fessionals seem to be more bearish or cautious, than 
bullish. Hence they are unlikely to 
follow a rally more than a little dis- 





MEASURING MARKET SUPPORT 


MAGAZINE OF WALL ST. 
304 STOCKS 


DEMAND FOR STOCKS 
AS INDICATED BY TRANSACTIONS 
AT RISING PRICES 


PLY OF STOCKS 
AS INDICATED BY 
AT DECLINING PRICES 











tance. This reasoning suggests that— 
barring some surprising piece of good 
news—the list will meet effective offer- 
ings under the February highs, and 
then be confronted with a further 
downside test. 


The Large Short Position 

However, one reservation is in or 
der. There is a limit to what the kind 
of selling of recent weeks can do in 
depressing stock prices — unless it 
scares in enough public liquidation to 
make short-covering relatively easy. 
There is a large short position at 
present: large, this is, by existing 
thin-market standards. It could be 
come over-crowded and nervous, al 
though one can have no basis for 4 
prediction that it will or will not. For 
instance, enough short-covering t 
produce a rather sharp rally conceiv- 


highs appears improbable at least 
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t least{ First, the rise in prices, especially since last sum- 
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building volume in dollars is more likely to recede 
than advance; and it is improbable that the new 
anti-Communist foreign policy will raise exports, 
over the next 12 months, by more than some 5% 
to 8% from the present abnormally high level. And 
we will be confronted by more than a halt in pro- 
duction for inventory. When that happens, and 
prices turn down, it will be found that inventories 
in a number of lines are (Please turn to page 767) 
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Business Outlook 


INTO 


Second Quarter 


By WARD GATES 


Wi sO MUCH debate over business prospects in 
the second quarter, businessmen and investors 
must consider with more than ordinary care the 
varying factors and mixed trends now apparent. 
Because of the unusual changes taking place, broad 
generalizations as to business outlook are of doubt- 
ful value. In this review we shall limit ourselves to 
the second quarter, and to an examination of the 
following major factors: commodity prices, posi- 
tion in the business cycle, industrial production, 
consumer income and trade, corporate earnings, 
dividends, and credit conditions, plus that intan- 
gible factor—the psychological reaction of the pub- 
lic to political and economic developments. 

In appraising the second quarter outlook, it is 
important to bear in mind two unpleasant facts: 
first, the numerous forecasts made by both govern- 
ment and private economists of a recession in busi- 
ness and prices later this year; and second, the pos- 
sibility of another world war due to Russia’s aggres- 
sive policy of communist domination in many 
countries, which businessmen are at the moment in- 
clined to minimize, yet dare not ignore. 

1, Commodity Prices. Undoubtedly the most 
serious cause of concern (aside from the war scare) 
in the whole business outlook is the renewed up- 
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surge of commodity prices 
during the past two 
months. When the year 
1947 began, there were 
widespread indications 
that the postwar rise in 
prices had about run its 
course and would be re- 
placed by stability, then 
followed by a_ gradual 
long-term downtrend as 
production and stocks 
continued to increase and 
normal competition  re- 
turned. A number of 
sharp price declines had 
already occurred in such 
important lines as furs, 
raw cotton, platinum, sil- 
ver, jewelry, butter, and 
citrus fruits. 

It is probable that 
most analysts at that, time 
would have expressed the 
opinion that the danger of 
inflation — speaking gen- 
erally — had practically 
come to an end, meaning 
that a 40% to 50% rise 
in wholesale prices estab- 
lished our new postwar 
price level and that the 
existing inflation would 
grow no worse. That the 
signs supporting such a 
conclusion were numerous 
and logical affords one 
more illustration of the 
hazards involved in prophecy. 

With prices of grains, livestock, metals and 
other basic commodities breaking away from the 
temporary and false “stability” and soaring up- 
wards to new high records, all expectations of 
stabilizing the cost of living are destroyed for the 
time being. Threats are revived for another round 
of demands for wage increases, and another series 
of strikes interrupting production and trade. 

In contrast with the generally successful control 
over wages and prices during the war, most of the 
increases have come since VJ-day. According to the 
Department of Labor, the increase from the middle 
of August 1945 to the latter part of March 1947 in 
the cost of living index is 18%, while the broad index 
of 900 commodities at wholesale is up 43%, and the 
sensitive index of 28 basic commodities is up 83%. 
The accompanying long-term chart of wholesale 
prices shows a grewsome similarity with the inflation 
after World War I that ended in the 1920-21 
collapse. 

Not all prices have risen this year, and in numer- 
ous spots prices are in fact quite soft. The recent 
price reductions announced by International Har- 
vester Company on agricultural implements, and 
Pullman Company on railroad freight cars, follow- 
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ing similar action earlier in the year by 
Ford Motor Company, will be strong re- 


FLUCTUATIONS IN BUSINESS ACTIVITY 





straining influences. Recent price cuts 180 
have been made also by manufacturers of 
electric refrigerators, radios, certain tex- 
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tiles, hosiery, and cigars, but prices have 150 
been marked up on petroleum products, 
bread, and soap. 

There have been scattered retail price 


reductions in consumers’ goods, but most — 


M.W.S. BUSINESS ACTIVITY / 





of these are said to be for clearing out 100 
substandard merchandise. When replaced 
by standard quality merchandise, the 
dealers find in most cases that the manu- 
facturers’ prices are firm or rising, due to ag 
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A comprehensive discussion of prices is 
given in another article in this issue. 

2. Position in business cycle. It is fundamental 
to note, though hardly necessary to elaborate, the 
fact that business activity is now around the top of 
a boom cycle, as shown by the long-term chart. This 
does not mean that it may not edge somewhat high- 
er; indications are that the climb in January and 
February was continued in March, and may be fur- 
ther extended by durable goods industries oper- 
ating at full swig in the second quarter. 

These same signs, however, serve clear notice that 
many of the usual conditions and the psychology 
accompanying a boom period are present today— 





POSTWAR WHOLESALE PRICES 






































1918 o— 1920 1921 
MOIVEF MAMISASONDIJF MAM PIASOND IF MAMI SASONO 
| 180 
PERCENT 
(INCREASE 
POSTWAR 75 
i." SOF + 
—i!160 
WORLD WAR IT 
2S5Fr 
y J oct 8- 
Mar 1920 Dec I9ae—] | 40 
ae 9 
ge 
© 
N 
; 1202 
», : 
WwW 
a 
=. 
“WORLD WAR II 
' \ 100 
ated ae ae ee, 

















ASONMOLSFmMAMIJTASOND 


~1945 +-— 1946 

















MARCH 29, 1947 


high production, high prices, high inventories, ex- 
pansion in plant capacity, new capital financing, 
shortages of material, scarcity of labor, inflation 
of bank credit, complaints against the high cost of 
living, plans for great future growth based upon 
the projection of recent trends, etc. Warnings of a 
reaction from these conditions have been circulated 
widely, even though they may be exaggerated or 
premature. 

3. Industrial Production. While the heavy indus- 
trial production since the war has caught up with 
demand in many lines, aggregate production is still 
short of total demand, including deferred needs and 
the refilling of distribution channels. Steel output 
has risen to 96% of a greatly enlarged capacity; 
the mills are having great difficulty in obtaining 
sufficient scrap, despite having raised bids to nearly 
$40 per ton, or as high as the price on finished steel 
products a few years ago. Demand for new steel 
still exceeds the supply. 

Automobile production since hitting its stride re- 
cently has been turning out more than 100,000 cars 
and trucks per week, a rate of better than 5,000,000 
per year. All the companies in this business are 
enjoying a huge demand on the part of the public, 
despite the increased prices that have been neces- 
sary to cover higher labor and material costs. Con- 
siderable cancellation of duplicate orders has been 
reported, but the real competitive test of the smaller 
and newer companies, as well as the “Big Three,” 
will not come until it becomes harder to sell cars 
than to make them. 

Textile production continues heavy, but still in- 
sufficient to satisfy the demand. Conditions are 
puzzling, and appear much more favorable to the 
industry than was thought possible six months ago, 
yet many observers cannot believe that all the cur- 
rent production of cotton, woolen and rayon goods 
is being consumed (including exports of less than 
10%) and wonder if large undisclosed stocks are 
being held off the market—similar to the unexpect- 
edly heavy speculative holdings of raw cotton re- 
vealed when the market broke last Fall. 

There have been a number of reports that textile 
mills are unable to sell goods, that clothing manu- 
facturers are not buying until they and their re- 
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tailers can dispose of substandard goods and work 
down inventories, and that there is bitter consumer 
resistance to the higher prices, but it cannot be de- 
termined how typical these instances are of condi- 
tions in the industry as a whole. 

Certain industries have an assured market for 
many months to come because of accumulated de- 
mands still far from filled. This is true of railroad 
freight and passenger cars, locomotives, trucks and 
buses, truck and bus tires, electric motors and gen- 
erating equipment, office equipment, and many 
kinds of industrial machinery. 

In following the 1947 trend of industrial produc- 
tion, allowance must be made for the curtailment in 
the early months of 1946 due to strikes, reconver- 
sion difficulties, and material shortages; otherwise 

the current figures will show such high percentage 
' gains over a year ago as to be misleading. 

4. Consumer Income and Trade. National income 
which set a new high record of $165 billion last year 
has now climbed into the 170s, aided by continued 
high farm income and by general increases in wages 
and salaries. Retail trade is still showing gains over 
last year, but the percentages are narrowing and 
now represent little, if anything, over the markup 
of selling prices. Moreover, the expected shift from 
“soft” goods to consumers’ durables is now reflected 
in the published statistics. Specialty and apparel 
stores are not faring so well as those dealers, in- 
cluding department store, chain store, and mail 
order organizations, who handle a substantial por- 
tion of “hard” goods. 

Even the latter are now operating very cautious- 
ly, however, because of buyer resistance to the high 
prices. In the hardware industry, for example, 
manufacturers report buyers holding off and keen 
competition returning in such branches as hand 
tools, cutlery, small machine tools, lawn mowers, 
garden hose, paint, locks and other building hard- 
ware, kitchen utensils, and general appliances. It is 
interesting to find many dealers reluctant to buy 
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most of the “new” products (plastics, etc.) devel. 
oped during and since the war, because customer 
prefer the familiar products made of standard ma- 
terials. Forward purchases of luxury items als 
have slumped badly. 

Retailing is fast returning to a condition where 
sound values and sales effort are again essential for 
success, even for survival. A large part of the pub- 
lic is squeezed by the advance in living costs, espe. 
cially groceries. It is no longer much interested iy 
“dream products” or new automobiles and _ house. 
hold appliances merely because they are new; on 
the contrary, it is buying only what it has to, u- 
happy at the continued markup of prices, feeling 
that it is not getting its money” s worth but hav "ing 
to “pay through the nose.” Even utility bills in 
some sections are showing a rather serious increase 
in delinquencies. In short, more and more peopk 
are finding the going “tough.” 


5. Corporate Earnings. The high earnings in 
1946 of corporations that were able to operate at 
capacity rates, without interruption by labor 
troubles or material shortages, are now a matter of 
history; the same is true of those companies that 
were held back in the early months but made a spec- 
tacular recovery in the last half year, and partict- 
larly the final quarter. 

For a representative group of large industrial 
corporations, the 1946 net income in the first quar- 
ter was 46% below 1945, rising in the second quar- 
ter to 8% above, in the third quarter to 49% above, 
and in the fourth quarter to 79% above. The full 
year’s increase of 22% does not reveal these wide 
fluctuations, in which the fourth quarter rate was 
more than three times the first. 

Earnings in the first half of 1947, according to 
present indications, should continue at a relatively 
high level. This, however, does not mean as high 
as in the fourth quarter of 1946, when earnings 
were swelled by the rapid rise of prices following 
the end of OPA controls. This caused real earn- 
ings to be overstated due to the rise in inventory 
valuations, unless offset by using the last-in-first- 
out method or setting up reserves, and permitted 
a jump in operating margins by marking up sell- 
ing prices on finished goods, for which there was 
still tremendous demand, faster than production 
costs increased. Therefore the high percentage 
gains over the first half of 1946 will have little sig- 
nificance in making 1947 comparisons. 

Moreover, consideration must be given to the 
current high labor and material costs—in effect 
only part of last year, the increasing competition 
and buyer resistance, the fact that tax advantages 
resulting from elimination of the excess profits tax 
will not recur this year, and that tax refunds from 
the carryback of unused excess profits tax credits 
ceased to be available after January 1, 1947. 7 
present corporate normal-surtax of 38% Yo (plus 1% 
penalty tax on consolidated returns) is twice the 
rate of 19% in 1939, then considered very high. 


6. Dividends. The number of dividend increases 
and resumptions con- (Please turn to page 764) 
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Trends 
IN 


COMMODITY 


By JOHN D. C. WELDON 


ep cREsaae OF ONE TO THREE CENTS a 
loaf in the price of bread have focused 
the attention of the nation on the inter- 
national food crisis. For some weeks 
prior thereto, prices of all grains and 
especially wheat had been soaring as a 
result of heavy governmental buying for Europe 
but it was not until the price of bread was hiked 
that the general public sat up and took notice. The 
price of bread is a powerful psychological factor 
and has been since the days of ancient Rome if not 
before. 

Last Fall after OPA decontrol, prices of farm 
products—already high with respect to the general 
commodity price level—soared briefly and then set- 
tled down into what appeared to be a steady decline 
towards pre-war levels. At that time, the air was 
full of predictions that the peak of the post-war 
commodity price advance had been attained and 
that 1947 would witness a sharp decline in the price 
level such as had occurred in late 1920 and 1921. 
Increased production of both agricultural and in- 
dustrial products coupled with consumer resistance 
to high prices were expected to virtually guarantee 
continuation of the decline already apparently 
under way. It was assumed rather generally that 
organized labor would recognize that the flare-up 
in the cost of living was only a fleeting episode and 
would not upset the applecart by making demands 
for higher wages commensurate with the increases in 
living costs. 

The Price Climb in January 


About the middle of January, everything went 
haywire. The price of butter, the bell-wether of 
the prognosticators, started to climb again after 
having made one of the most violent nose dives in 
history. Livestock prices steadied and then began 
to advance. These reversals of the trend were at- 
tributed to the heavy snows that had prevented 
farmers from marketing their products and conse- 
quently were regarded as only temporary. Then, 
despite the largest crop in history in 1946 and with 
prospects of an even larger crop in 1947, wheat 
prices commenced to gain under the impact of 
steady and persistent government buying of wheat 
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and flour for European relief. 
and secondary commodity markets, prices began to 
mount at about the same time as buyers who had 
been holding off came in for necessitous purchases. 
In no time at all, sentiment was completely re- 
versed. Many business men decided that the eco- 


In other primary 


nomists who had been predicting price declines and 
business recession for 1947 were completely in error, 
and that we had entered upon a new era of unex- 
ampled prosperity. How could prices decline when 
there were so many goods in short supply? How 
could prices of goods decline when the price of pro- 
duction was being pushed constantly higher? The 
economists retired to their ivory towers, muttering 
“Well, we warned you,” and left the matter of fore- 
casting to business men. 


European Wheat Damaged 


The winter wheat crops of Europe have been 
severely damaged by the unusually cold weather this 
Winter. The extent of the damage will not be 
known until the harvests this Spring. To be sure, 
every effort will be made to increase the production 
of spring-planted grains but these increases can- 
not offset the losses from the important winter wheat 
crop. This season, ending June 30, 1947, some 720 
million bushels of grain will have been shipped to 
Kurope. Next season, some billion or more bushels 
may be needed. Of course, not all of this will come 
from the United States. Canada, Australia, New 
Zealand, and South America will supply a large 
part. 

The United States normally is not an exporter 
of wheat. Protected by tariff walls and government 
price supports, the price of wheat usually is higher 
here than in other countries. Prior to the War, 
Western Europe—goaded by signs of the impend- 
ing conflict—came close to achieving self-sufficiency 
in food production. The Balkans and the Ukraine 
supplied part of the deficit. Britain drew primarily 
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upon Canada and Australia, and, to a lesser extent, 
upon South America. For several years, crops in 
the Southern Hemisphere have been curtailed by 
drought. On the other hand, crops in the United 
States and Canada have been very large. 
Primarily, leaving the weather aside, the short- 
age of foodstuffs in Europe is the result of the war 
and of changes in political boundaries. During the 
war, cattle were slaughtered to conserve grains. 
Hence, there is greater dependence upon grains for 
food than formerly. Several years necessarily must 
elapse before livestock numbers can be built up suf- 
ficiently. Fertilizer and farm equipment for pro- 


ducing field crops are scarce. Farmers are some- 


what distrustful of the currency in a number of 
countries, and are not disposed to over exert them- 
selves. All of this is nothing new. The situation 
was very much the same after World War I. This 
time, however, Germany is divided, with Russia 
controlling the principal agricultural area and per- 
mitting little or nothing to be moved into the Ameri- 
can and British zones. And Russia, too, is short of 
foodstuffs although the situation appears to be 
much less critical than just after World War I. 

Morale is at a low ebb in Europe. People are 
tired, undernourished, and discouraged. If democ- 
racy is to survive, the people must be reasonably 
well fed first of all. That is axiomatic. But the 
situation, while serious, appears not to be desperate. 
Agriculture has amazing recuperative powers, par- 
ticularly when encouraged by high prices. There 
are hopeful signs, possibly only straws in the wind 
but nevertheless important, such as that Burma is 
shipping rice again, the rice crop in Uruguay is 
sharply increased, and Australia and New Zealand 
appear likely to produce more grains next season 
for export. On the law of averages, the weather 
should be better in Europe next Winter. 

Another year or another two years will probably 
witness the end of European dependence upon the 
United States as a source of grain supplies. That 
seems to be a reasonable certainty unless some series 


of catastrophies occurs to crops in other parts of 
the world. As noted previously, the United States 
normally is not an exporter of wheat owing to the 
fact that our prices mostly are held above the world 
level. Importing countries will not buy wheat from 
the United States when they can get it cheaper 
elsewhere at the “world” price. With free interna- 
tiona] trade restricted, however, there has been little 
‘semblance until recently of world prices for grains 
or for most other international commodities. To 
some extent, the recent sharp advance in wheat 
prices in the United States has represented an ad- 
justment to the world level. Most U. S. farm prod- 
ucts appear to be at or above the prices at which 
they can be obtained in other countries. 


Wheat at $3 a Bushel 


The scramble for wheat and flour supplies plus 
speculative activity have lifted wheat prices to close 
to $3.00 a bushel as this is written. Current prices 
are the highest since 1917. Hog prices have shat- 
tered all previous records. Lard and vegetable oils 
are much higher than ever before. Grease and tal- 
low for soap-making are selling for three times as 
much as under OPA. The Government has bought 
only grains and flour for shipment to Europe, yet 
many other commodities have shared in the general 
advance stimulated by the strength in grains. 

As a result of this frenzied upsurge, the whole- 
sale food price index of the Bureau of Labor Sta- 
tistics now stands at 171 (average of 1926 equals 
100) as against 154 at the end of January. In the 
inflationary period following World War I, the 
highest point attained by the food price index was 
149, in June of 1920. Conceivably, food prices may 
continue to register further advances in the near 
future. The average family in the United States is 
spending such an unusually large part of its in- 
come at the grocery store and meat market that 
there isn’t much left with which to buy anything 
else. The sales figures show this to be true. Our 
national income of around 180 billion dollars, far 
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and away the largest in history, simply isn’t big 
enough to absorb all the goods being produced at 
the prices asked. 

The Bureau of Agricultural Economics, USDA, 
recently stated that the real income—purchasing 
power—of wage and salary earners has been de- 
clining almost continuously since V-J Day. The 
Nathan report called attention to the same imbal- 
ance and came to the conclusion that the answer 
was to raise wages without raising the cost of the 
goods produced! If it were only as simple as that, 
national income could be stepped up some 20 or 30 
billion dollars to the level necessary to absorb the 
current tremendous production of goods. Unfortu- 
nately, however, raising wages and salaries cannot 
be accomplished without raising the costs of goods 
of which wages are a component. Essentially, this 
provides further stimulus to the inflationary price 
spiral, and, as the cost of goods is increased, more 
and more potential consumers are “priced out” of 
the markets. 


Will Price Continue to Spiral Upwards? 


Are we or are we not caught in a vicious infla- 
tionary spiral from which we cannot escape? There 
are few who would deny needed assistance to West- 
ern Europe or to Greece or Turkey. But will the 
sending of food abroad continue to create scarcity 
conditions, and hence spiralling prices in this coun- 
try? I think not. This is said with full recognition 
of the fact that organized labor will demand higher 
wages during the next few months and that the 
probabilities are that at least a portion of these 
demands will be met. In all likelihood, these will be 
the last general wage increases for years to come. 
From here on out, labor will be on the defensive, 
attempting to preserve its wartime and immediate 
post-war gains rather than endeavoring to strive 
for ever higher wages. 

For the truth of the matter appears to be that a 
reversal of the price cycle is not far distant. The 
Federal Reserve Board index of industrial produc- 
tion currently is about 190 (average of 1935-39 
equals 100) and the conclusion is inescapable that 
a considerable portion of this production is accumu- 
lating in inventories. This is particularly true of 
soft or nondurable goods where production is 10 to 
15 percent higher than a year ago while retail sales 
are running some 20 per cent under a year ago. 
(Data on sales of department stores, shoe stores, 
and apparel shops show dollar volume only a few 
percent higher than a year ago notwithstanding the 
sharp price increases during the interim.) Produc- 
tion of durable goods is just beginning to catch up 
with demand, but has already caught up in some 
instances such as small radios and certain house- 
hold electrical appliances. Automobiles have a long 
way to go yet. Residential building, judging from 
the contract awards and from reports filtering in 
from various parts of the country, has slowed down 
considerably owing to high costs. 

Inevitably, it appears, a halt will be called soon 
to further inventory accumulations of high priced 
goods, and production of these goods will be cur- 
tailed at least to levels commensurate with retail 
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offtake. This means decreased employment and de- 
creased national income which undoubtedly will re- 
sult in some contraction of the demand for the 
scarcer durable goods. Measured in the overall, 
1947 will be a good year with the average levels of 
national income and industrial production moder- 
ately higher than in 1946 but with the last half of 
the year averaging somewhat lower than the first 
half. So, at least, think the officials of the Depart- 
ment of Agriculture and Commerce, and I am will- 
ing to go along with them. 


Commodities in Short Sup. ly 

But what has this to do with food p:ices? Will 
not wheat, for example, continue to be in short 
supply for another 15 to 18 months at least? How 
about paper? And copper? Certainly, supplies of 
some commodities or materials will be short for a 
long time to come, no doubt of it. But that does 
not mean that prices of these will continue to mount 
indefinitely or even that present levels will be main- 
tained. 

Once industrial production begins to contract, the 
reversal of the general price trend is more or less 
inevitable. Prices have gone up so fast and so far 
that it wouldn’t take much to touch off sharp de- 
clines in the prices of some of the more sensitive 
commodities. ‘That seems unlikely to happen, but it 
could. The attitude of the banking fraternity on 
inventory loans is very important in this respect. 
If holders of large inventories of high-priced goods 
should be forced to unload quickly, prices would 
plummet. Regardless of whether the general com- 
modity price decline is slow or swift, prices of all 
commodities—whether in large or in small supply— 
will be influenced thereby to a greater or lesser 
degree. 

Paradoxical as it may seem, the fact that the de- 
mand for a particular commodity exceeds the sup- 
ply is not a guarantee of price firmness. In com- 
modities or materials, one can find plenty of in- 
stances where the price of the commodity or ma- 
terial declined during the season or year notwith- 
standing the fact that demand exceeded supply to 
such an extent that stocks were substantially smaller 
at the end of the period than at the beginning. And 
plenty of instances of the reverse situation can be 
found. Primarily, it is not the demand situation 
for the particular commodity or material that de- 
termines the price trend thereof in these instances, 
but instead the general demand situation for all 
commodities, goods, and services. 

In the case of wheat, it is important to note that 
exports were greater in 1921 and 1922 than in 1920 
yet prices were much lower in the later years. Dom- 
estic demand for wheat is relatively inelastic, so 
this was not a factor. What happened was that 
wheat prices tumbled along with the general com- 
modity price level notwithstanding the increased 
foreign demand. On the basis of past experience, 
we have no justification for assuming that wheat 
and other food prices will continue high owing to 
the increased demand from abroad. 

We may already have seen the price peaks for 
farm products, or they (Please turn to page 766) 
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By NORMAN T. CAPiwUTHERS 





ae MAY NOT REALIZE 1°, but subsidies are dip- 
ping into your pocketbook every day. Worst 
of all, they often hit you two ways—first, through 
your income tax bill, secondly, by your frequently 
having to pay higher prices for various items than 
would be the case without subsidies. 

This whole business of subsidies is a pretty com- 
plex affair, as it covers many phases of our econo- 
my and assumes many guises. But their significance 
seldom occurs to the average taxpayer, for most 
subsidy costs are hidden or submerged, and when 
they appear on the Federal budget, they are sel- 
dom labelled as such. However, now that the ques- 
tion of the national budget is very much to the fore, 
and taxes are a stern reality affecting all of us, a 
reconsideration of where our money is going be- 
comes inevitable. 

Of course, in so limited a space we can hardly 
hope to explore the vast network of Federal sub- 
sidies in exhaustive detail, but we can probe into 
some of the major subsidy items and see just what 
kind of toll they are taking out of the average tax- 
payer’s already hard-pressed exchequer. 

But before we look into these specific items, it is 
well to take a broad view of the general subsidy 
picture so as to gain clearer perspective. For one 
thing, the term “subsidy” covers a rather broad 
field. Generally speaking a subsidy usually means 
a grant or bounty paid out of the public treasury 
to some industry or economic group. More often 
than not, the financial aid thus rendered is to com- 
pensate some real or alleged deficit in operations, 
the implication being that the beneficiary could not 
operate without the aid thus rendered. 

Contrary to the impressions prevailing in some 
quarters, subsidies are the invention neither of the 
Republicans nor of the Democrats. They are quite 
non-partisan. In fact, they are as old as recorded 
history, for practically every civilization down 
through the ages has subsidized certain industries 
or phases of their respective economies. Probably 
the one activity above all others that has been the 
object of governmental bounty has been the mari- 
time industry. Practically every commercial nation 
has subsidized its seaborne trade, and in this air- 
minded era, the subsidy idea has been liberally ex- 
tended to air transportation. In the mounting com- 
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petition for the world’s air traffic, the British, 
French, Dutch, Scandinavians, and others are back- 
ing their respective airlines to the limit with vari- 
ous kinds of state grants and bounties. 

Returning to the subsidy situation in our own 
country, it will be noted that this form of state as- 
sistance has been with us since the nation’s incep- 


tion. During the struggle for independence, the 
Federal government underwrote both the legitimate 
and the less orthodox phases of our early merchant 
marine—the former being encouraged to carry in 
much needed supplies and materiel; the latter to 
act as privateers preying on enemy commerce. Soon 
after the Revolution, the nascent Republic began 
to grant state aid to various industries and services. 
The early postal service (privately operated, at 
first) was a heavy beneficiary of Federal aid,. as 
were the later canal operators, the pony express and 
the railroads. 

As our economy developed and grew more com- 
plex, state aid was extended to an increasing num- 
ber of industries and economic groups. In fact, the 
validity of such outright grants to special interests 
was more than once contested in the courts, and 
became the subject of some notable trials. But the 
courts ruled in favor of subsidy aid, which only 
served to extend their growth. 

By the nineteen twenties, substantial financial aid 
was being given to such diverse economic groups as 
the farmer (to help keep him solvent), the shipping 
industry (to help it meet foreign competition), the 
airlines (to tide them over their lean years of ado- 
lescence) and numerous others. 

With the advent of the New Deal program, the 
subsidy idea was vastly extended, first, because it 
was a natural concomitant to state planning, and, 
secondly, because of the political potency of subsidy 
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payments. For it must be 
conceded that most, if not 
all, subsidies, are heavily 


FARM PRICES & SUBSIDIZED SUPPORT LEVELS 





fraught with politics. PERCENT a» 
Such a situation is in- 00 7. “ 200 
evitable in a democratic TOTALY BASIC’ COMMODITIES OTHER COMMODITIES 

society, since economic 

blocs and pressure groups 

have a demonstrated abili- 1iSOrF et i | 


ty to secure Federal ap- 
propriations in propor- 
tion to their voting 
strength in Congress. And 
when the various groups 
combine their efforts in 
“log-rolling” in Congress, 
they can win sweeping 
concessions. Witness the 
results of the farm and 
the western mining blocs 
in the Senate in the last 
twenty years. 

To implement its eco- fe) 
nomic planning program 
and to satisfy ‘various 
economic groups, the 
early New Deal instituted 
many measures which 
form the groundwork of 
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I. Total includes commodities for which there is no price support level. 


1]. Legal price support level is 90% of comparable price for all items except cotton, for 
which it is 92.5%. Actual support levels vary in some cases from those shown in chart owing 
to seasonal changes and to changes in parity index since beginning of marketing season. 


Source: U. S. Dept. of Agriculture. 
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our present-day fabric of 
state subsidies. In an effort to stimulate farm prices 
and aid growers, farmers were paid huge subsidies 
for curtailing production—the now historic 
“ploughing under” program. To help finance the 
program, a special tax was levied on the processors 
of certain farm products, such as edible oils, tex- 
tiles, ete. Similarly, the mining interests came in 
for lush subsidies, thanks to the efforts of the silver 
bloc in Congress, which was able to pressure in the 
Federal silver buying program at fancy premiums 
above world prices. All of this, plus the various 
relief projects (which were practically subsidies) 
were piled upon the sizable subsidies already in ex- 
istence. And when World War II came along, the 
Federal budget became virtually one huge subsidy 
operation, as it necessarily had to be in order to 
win the war. 
























































| Some Major Items in the Federal Budget 
(PRE-WAR vs. POST-WAR) 
Pre-War Post-War 
(1940) (1948) 
(Millions of Dollars) 
Price support for farm products...............:cc+ 330 336 
Veterans’ job-training subsidy ..............ccccccscssee cess 1,000 
Veterans’ educational program ............cccsecescee cess 1,000 
Veterans’ unemployment benefits .............ccccccccce  ceeeee 980 
Veterans’ pensi 417 2,492 
Veterans’ administration  ..............ccccccccscccccsscccccrcs — seceee 870 
Public health program 48 182 
Postal deficit 42 350 
Relief of occupied countries: 
State Dept. 387 
REE TEENIE. sastsne core evsssascdgucinccoteovumeasaccaveseresidabes”. . canted 645 
ie ORD scsi vcscectscaccosedsusestcshcusotonsinéusee “besos 76 
Public housing .......... 19 173 
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But now that we are well along the road of a 
peacetime economy, and trying to restore some 
semblance of fiscal stability, it is time to correct the 
many inequities in our subsidy program. In fact, 
the word “program” in describing our subsidy poli- 
cies is a misnomer, for there is nothing logical or 
orderly in the way our subsidies have been organ- 
ized or handled. Like Topsy, they just “growed,” 
one after another being added to the statute books, 
with the result that we now have a haphazard, 
crazy-quilt pattern of subsidy laws in operation. 
Worst of all is the fact that many are working at 
cross purposes with one another, not only pyramid- 
ing the cost, but literally wasting the taxpayers’ 
money. 

Let’s take a look at some specific cases. One item 
in President Truman’s proposed budget for the 
1948 fiscal year is the $1,367,000,000 figure for 
“aids to agriculture.” While a good part of this is 
sarmarked for administrative and research pur- 
poses, some $336,000,000 is intended for price-sup- 
porting measures. It seems incredible that our Gov- 
ernment would seriously want to support farm prices 
at a time when they are at their present fantastic 
levels and still climbing, but that’s what the record 
shows. 

The key to the whole paradox is the “parity pay- 
ment” device, which has long been a fetish of the 
potent farm bloc in Congress. The object is to peg 
farm prices to 90% of “parity,” so that the farm- 
er’s purchasing power can be maintained vis-a-vis 
that enjoyed by the city worker. But since parity 
is relative to the general price level, it follows that 
in a period of high (Please turn to page 762) 
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CONGRESS came up against cold reality when the 
first appropriation bill of the year was submitted 
and it was found that 800 millions of the 897-mil- 
lion dollar saving projected was to come from a 
hoped-for reduction in the amount to be paid out 
next year in Treasury tax refunds. The hard fact 
is that much of the government’s outlay consists of 
fixed charges. Savings are possible only by reduc- 
ing, or discontinuing, some functions. Guesswork 
as to the amount of next year’s tax refunds is not a 
firm foundation for budgeting. The Treasury’s ex- 





WASHINGTON SEES: 


Regardless of the form it ultimately takes, the 
new Revenue Act is ill-starred legis!ation, dam- 
aged by those who sought most eagerly to 
protect it. Based upon only two days of public 
hearings, it invited and brought the criticism of 
steam-roller tactics: sent to the floor under a 
rule which permitted no amendments ("20 per 
cent tax reduction, or none"), it saw the light 
of day under an unprecedented gag rule. 

And the faults found were not entirely, or 
even principally procedural. It failed, recites 
the opposition, to take into consideration the 
realities of world affairs spotlighted by President 
Truman's message on Greece and Turkey; its 
terms suggests no effort was made to place tax 
cuts on the basis of equality to citizens of all 
classes; it ignores the fact of current high level 
of income and favorable economic outlook for 
the immediate future—conditions which make 
for relative ease in collecting taxes now and 
afford an ideal time for cutting down the na- 
tional debt; and it deals with only one part 
of the tax system, reducing as it proposes to 
do, income tax payments without tackling the 
related questions of excises, corporate and other 
taxes. 

Almost solid democratic opposition is assured 
making the proposals more than a mere Revenue 
Act. It will become a major political issue in 


the partisan sense. 
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perience indicates that guesses show over-optimism. 


ALTERNATIVE stated by John L. Lewis to a Con- 
gressional committee—either do nothing to prevent 
industry-wide strikes, or curb them at the cost of 
going totalitarian—may have sounded final to the 
mine chief, but it didn’t impress the lawmakers. 
No one took issue with Lewis’ statement that a man 
has the right to sell, or to withhold, his labor. But 
the concept that one man may legally do a thing 
which a large group of men may not legally do in 
concert, has not been lost. If regulation were totali- 
tarian, the antitrust laws would fall under the same 
objection: it is not argued by Lewis or anyone else 
that because one man may sell his merchandise under 
his own price arrangements, legally, he can act in 
concert with many to establish those prices and not 
run afoul of federal prohibitions. 


PRESIDENT TRUMAN timed his speech to Congress 
on relief for Greece and Turkey at what he, obvi- 
ously, assumed to be an appropriate moment. Ac- 
curate timing was one of President Roosevelt’s 
strong points; whether Mr. Truman inherited that 
quality will be learned only by experience. Secretary 
Marshall had just arrived in Moscow for the major 
diplomatic conference and the President’s request, 
plus speedy and favorable reaction by Congress, 
could have “served notice” on the Kremlin that the 
United States is not being fooled by any bogeyman 
behind the iron curtain. Closer to home, however, 
was the fact that the message was submitted just 
before deadline for filing federal income tax returns 
and 400 million dollars is a lot of money. 


DISCOVERY of Soviet plans to prepare 700,000 men 
and women for careers in science in the next five 
years, has added support to the movement on Capitol 
Hill to create a National Science Foundation. This 
number trebles the most optimistic forecasts of grad- 
uates from United States institutions for the same 
period of time. Headstart in the field was made by 
other major countries during the war, when advance 
students of sciences were exempted from military 
service. 
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Congress has reached the half-way mark of its 
AA WIE planned six-months session with the Republican majority 
far less happy than the Democrats whose party they de— 
feated last, November. Public and private polls suggest 
the GOP wouldn't repeat its stuning victory if the 


Ga To election were to be run off today. 

The majority is being chided for its failure to 
act speedily. The criticism may be premature. Important 
Pres legislaton rarelly reaches the floor in the first few 

months of any session. This time the Republicans had a 
newly—won leadership to formalize, plus a reorganization 
of the law-making machinery to contend with. 
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Statement that there's a Presidential aspirant 
; behind each legislative proposal is not far—fetched. 
paeentts That's one of the points at which the GOP is vulnerable. The "Taft men" and the 
a Con- "Dewey men" are battling openly, and there's growing conviction each will eliminate 
prevent the other eventually. That makes for added starters in the big race. 
cost of 
to the 
makers. 




















Another weakness is the seeming jealousy between the two houses of Congress. 
For example, when the Senate small business committee launched its investigation of 
newsprint shortage, the house speedily created its own committee to explore the same 
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or. But field. When the Senate committee postponed hearings on revised postal rates, the 

a thing House committee jumped in and announced an earlier date to examine Post Office De— 

y do in partment recommendations. 

Sis: Aside from fiscal legislation, labor-management laws have been priority 

ete matters. Failure of either committee to bring out its omnibus bill in the first 

nda three months of the session is one of the chief causes of current impatience. But the 

act ip laws actually are in the draft stage, soon will appear. 

ind. not Republicans are intent, this time, upon taking better advantage of their 
opportunity in that direction than they did when last they had the votes to dictate 

ngress labor laws. Their offering at that time was the Norris—LaGuardia Act which many 

», obvi- believe is at the root of much present unrest. 

ae Committees held almost two months of public hearing, gained little infor-— 

d thak mation. Employers asked more than they expect to receive, while unions blandly 

“retary asked to be left entirely alone. There will be a mark between those two points at 

ma jor which the legislation will sprout. It is certain to be much more acceptable to 

equest, employers than to unions although there will be all-around disappointment. 

as Apparently certain to be passed — because the Republicans last year were 

a able to put the propositions over despite a lack of majority on their side of the 

of ae. aisle — are the cooling—off period, exemption of foremen from contracts, making 

" just unions liable for contract breach, and some inroads against secondary boycott. 

‘eturns Not likely to become part of the labor-management code are the ban against 
closed shop and the prohibition against industry—wide bargaining. 

aos Gathering clouds of new labor strife may be the prime mover in getting bills 

‘apitol fF to the floor sooner than the pessimistic forecasts of the two committees say. The 

1. This ominous portents iclude the April 1 deadline for new contracts in the soft coal fields; 

 grad- threat of a nationwide telephone strike in the first week of April, which commercial 

> same telegraphers may join; expiration of the truce between Big Steel and its employees, 

ade by in May. 
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Industry will give ground on the closed shop and on industrywide bargaining to 


win speedy passage. Labor's offer of compromise, so far, included no objection t 




















free speech by employers (which is constitutionally protected, anyway), and finan— 
cial reports tu membership of locals — not open for public scrutiny. 

















Objection made to public reports on the financial condition of unions springs © 








from the apprehension that employers would discover the weak points, learn which 
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Critical foreign affairs situation highpointed by Greece could drive this 
country back to full wartime controls. Policy probably will be to continue sweeping 
back communist infiltration by aiding many countries with money, military materiel, 
and food, chiefly the latter. 














Impact on the country and the food industry has domestic and foreign experts 
here concerned. Reserves and stocks of most foods do not compare with those of 1940. 
There are shortages of many vital materials such as tin, cotton, jute, fats and oils, 
and grains. Foreign relief running heavily to food would tend to inflate domestic 
prices, eventually return price control. 























In spite of an unconvincing start (on the Treasury—Post Office Appropriation 
bill), Congress is determined to cut appropriations to the core. Agency heads who 
have been called in for conferences on Capitol Hill are beginning to realize that the 
reductions proposed by the Budget Bureau were comparatively mild. 

















Wartime emergency agencies. will practically disappear by June 30. Few of 
their functions will go to old—line departments. Payrolls will be cut. The Commerce 
Department will be one of the hardest hit — Congress doesn't like "professional 


planners." 


For better or worse, some of the regulatory bodies dealing with business and 
industry just won't have the money to launch new programs and may even have to curb 
existing ones. Included are the Food and Drug Administration, the Federal Trade 
Commission, and the Department of Justice. 









































Farm Brokers Institute has called in scientific minds to help narrow the 
spread between world food production and demand. Realistic view is that with only 7 
per cent of the world's 35.7 billion acres of land favored with the right combination 
cf sunlight, rainfall, temperature and topography, millions of persons must con— 
tinue to die of malnutrition. 

















Regulation W, the installment credit rule based upon an Executive Order and 
administered by the Federal Reserve Bank Board appears to be on the way out. A wartime 
restriction on merchandising it already has been streamlined by the Board by removal 
of almost all but listed durable goods, and purchases of $50 or less. 











Chairman Jessee Wolcott of the House committee on banking and currency has 
made inguiries into the entire credit situation, of which installment buying is an 
integral, if surbordinate, part and may have an early announcement. Wolcott is be— 
lieved to favor no action by Congress to carry the Executive Order along legislatively. 
































The attitude of Chairman Marriner S. Eccles of the Board will have strong 
persuasive effect upon the House committee, it is believed. Eccles has told Wolcott 
Regulation W is "up to Congrss at this point and, if the lawmakers prefer not to take 
affirmative action, it should be abandoned." 
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Assaying Financial Strength and Status of Investor's 


Equities in Leading Companies 
By GEORGE W. MATHIS 


HERE were large numbers of new issues sold to 

the investing and speculating public in the first 
eight months of 1946 but a considerable decrease 
followed the stock market break in the late summer 
and autumn. This year the decreasing trend con- 
tinues. Several registrations have been indefinitely 
postponed. We cannot help but feel that such polli- 
cies are short-sighted for although the shares would 
not produce the relatively high price desired, their 
sale under less favorable market conditions, as at 
present, would give the ultimate purchaser, the pub- 
lic, a more satisfactory return. 

The answer is that the underwriters in many 
‘tases postpone because of market conditions. They 
will not take the risk of the new issues remaining on 
their shelves for a considerable period. This is espe- 
cially true under the low profit scheduled for placing 
securities with the public. However, a turn for the 
better in share underwritings of companies with rela- 
tively stable earning power may be made on April 3, 
1947 when American Tobacco plans an offering of 
896,404 shares ($25 par) B common stock to hold- 
ers of common and B common shares held of record 
on April 2, on the basis of one share for each five 
held at a price to be filed by amendment to the regis- 
tration statement. Net proceeds will be added to 
funds for the reduction of outstanding bank loans 
aggregating $85,000,000 on December 31, 1946. 
Long-tern Debenture 3% bonds were reduced last 


MARCH, 29. 1947 





year by $6,145,000 to $176,098,000. 
Issuance of more common B (non- 
voting) stock will provide a better 
capitalization balance. The funds 
were used for the large inventories. 

Du Pont stockholders are sched- 
uled to authorize issuance of 1,000,- 
000 additional shares of Preferred 
stock at their meeting April 14, 
1947. The present budget for expan- 
sion amounts to about $300,000,000. 
During 1946, it spent on plant ex- 
tensions and betterments, $92,300,- 
000. Financing through’ issuance of 
senior securities is not always favor- 
able to common stockholders; but in 
the case of the country’s largest 
chemical company it is pleasant to 
note that sales of $648,700,000 in 
1946 compare with plant and proper- 
ties at approximate cost of $583,- 
000,000 at the end of last year, show- 
ing that for every dollar of plant, 
sales were $1.11. Net income from 
operations in 1946 was $91,500,000 
(against the previous peak of $59,- 
400,000 in 1939). The above men- 
tioned 1946 net was over 14% of 
sales, and the return will improve this 
year as a result of upward price ad- 
justments effected in December, 
1946. Net income last year, includ- 
ing $1.90 -per share from General 
Motors dividends, was $9.44. If, as 
indicated, General Motors pays $3 in 
1947 it would increase du Pont’s income by approxi- 
mately $0.62 per share. 


Financing in 1947 Not Required by Some Units 
Eastman Kodak stockholders will vote April 29 


to authorize sufficient common shares for a 5 for 1 
split-up and large additional shares for any financ- 
ing needed in the future. The company plans to 
spend $40,000,000 in 1947 for expansion of plants 
in the Western Hemisphere, but the excess cash and 
government securities are sufficient for this purpose 
and no additional financing should be required this 
year. It is valuable to note from an earnings view- 
point that the company estimates that between $4 
and $5 million will be recovered from the original 
write-off of $15 million of foreign properties, with- 
out including any amount for whatever recovery 
may be made from the German and Japanese prop- 
erties. 

United States Gypsum Co. recorded a decline in 
working capital last year due to building of plants 
and segregation of $17,000,000 as a construction 
fund; but it gave rights to common stockholders to 
subscribe to 399,477 shares at $60 a share, which 
was not underwritten. The company realized over 
$23,500,000 on January 31, 1947 when 99.51% 
(399,140 shares) of the issue were subscribed. The 
total expansion program is $42,000,000. In 1946, 
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Comparative Current Position of 50 Selected Companies 
Cash Assets Inventories — — Working Capital—- —Current Ratio—— 
in million dollars 
1940 «1945. «1946. Ss«1940''s«é94S:S:i(ié‘i9KG:SCti«‘iKsC“‘ié‘i‘AS «= CéC19GSsC«d94Os«1945)—«(1946 
Aldens $7 $44 $1.4 $23 $68 $143 $43 $9.7 $1.9 36 3.0 23 
American Brake ShOC .ccccccccssccc.- 4.4 10.5 9.2 64 308 130. 122 234 #4222 48 50 38 
American Chicle 3.6 4.7 4.0 4.8 92 11.4 vn. ek ee © ee * 
American Colortype ooccccccssccccceeee-n 4 2.1 1.9 1.7 1.9 3.1 2.5 4.3 a tS <6 $2 
American L tive 4.3 39.7 39.7 1«©+11.3 345 29.0 15.9 34.1 “s 06 WA. £2 
American Metals cocccsccccccssccecsssccesee.- 14.9 23.9 «17.8 42.4 9.6 19.6 199.8 275 292 28 24 °«24 
American Radiator & S.S 13.3 533 3282 242 17.9 «©|994 437 663 652 62 50 «6.2 
American Tel. & Telecsccccccssssccccessem 229.8 460.5 369.2 51.4 50.7 93.5 1385 115.3 1880 1.5 4.2 14 
American Tob 15.4 263 17.8 157.0 334.5 407.0 1406 3148 3187 3.9 5.3 3.4 
American Woolen  ..............::csccsseeeseees 4.2 29.0 12.5 36.5 37.7 48.1 34.6 55.1 56.7 2.6 3.2 3.6 
Armour & Co. 12.0 29.2 40.6 65.2 105.6 133.0 74.9 140.7 1502 2.9 44.0 3.2 
Armstrong Cork 56 24.4 164 415.9 14.1 17.7. 236 40.9 370 460 7.5 61 
Atchison, Topeka & S$. Fe..cccccccc.n 47.5 155.5 136.0 222 39.3 456 52.2 1083 1259 28 #218 25 
Atlas Powder 5.2 8.7 3.9 3.5 5.4 7.4 as mw "ses 3s «se a2 
Bigelow-Sanford Carpet .. 9 4.2 59 13 £138 158 14.4 «2»180 23.4 #73 £4467 7.8 
Celanese Corp. of Amer. 29.7 48.0 68.5 6.1 9.0 13.7 34,2 59.7 948 £445 «11.6 «11.2 
Commercial Solvents ........ T we 6.2 3.6 004.5 6.2 12.7. 189 147 89 93 © 45 
Consolidated Edison of N.Y. 54.3 77.3 89.2 19.6 20.9 24.7 59.4 973.7 «82.9 £24 «22.5 24 
Container Corp. of Amer. ..... 2.5 5.6 6.1 3.4 4.5 6.1 5.5 9.7 13.7 3.3 a2 4.1 
Corning Glass Works cscs. N.A. 8.6 4.9 NAA, 6.7 8.7 NA. 14) i a ss of 
Du Pont, E. I. 140.2 208.7 174.7 62.4 = 9.0 104.7 148.4 284.8 4260.42.68 COKt*«S:«SS 
Eastman Kodak 48.8 1149 78.4 39.0 59.1 78.8 765 133.9 1149 £41 £27 25 
Fairbanks Morse o....ccccccccscccssscessesseeeen 3.7 7.9 37 93 £7 23.7 «244.6 # 2.0 «245 33 #27 2.5 
Goodrich, B. F. 12.9 31.64 229 41.5 56.0 78.5 63.2 1062 1133 © 4.1 5.6 4.4 
Goodyear Tire & Rubber................... 20.1 57.1 508 74.2 83.1 101.7 98.1 1525 1746 5.4 445.0 46 
Hasel-Atlas Gloss o..cceccecccccccscsesenen 6.1 12.4 «119 5.4 5.1 4.9 12.7. 18.7 18.6 9.0 31.0 12.0 
Houston Oil Co. of Texas..cccecnn... 5.3 6.3 4.8 8 1.0 1.0 6.0 5.6 53 830Cl28D 
Johns-Manville 8.9 © 15.7 6.7 a 2s <= 18.7 258 £246 36 £449 3.9 
Marshall Field a Te. ee ee 230 278 £4320 «34 «2219 «22 
Mohawk Carpet Mills o.....ccccccccsen.. 11 2.2 2.9 8.9 14.3 15.2 Te) | 2 © er 
Monsanto Chemical 63 189 41.3 90 144 48.0 2s 6S 613 24 62 £68 
Murphy, G. C. 2.9 122 125 7.5 12.8 17.4 57 199 424.0 22. 49 ~~ #5. 
National Biscuit 33.6 47.4 43.0 9.2 27. 345 346 51.9 £626 41 4229 3.9 
National Tea 1.6 4.4 3.5 4.4 9.5 15.9 3.8 9.2 99 #25 £428 2.0 
Owens-Illinois GlaSS oo.cceeeccccccccssssennen 11.4 536 31.0 148 10.1 48 26 £417 «2328 £4412 #223 ~«22 
Public Service Corp. of No Jeccco 37.3 83.6 95.2 7.3 8.5 9.8 28.2 706 86.4 4241.9 3.1 3.8 
Radio Corp. of America.....ccc.cssscc0- 175 420 32.9 «200 37.6 £558 304 £44623 74.7 «2422 #21 +~°~«24 
Simmons 5.1 10.4 8.0 88 11.0 19.0 4.0 21.2 2.2 56 45 «3.2 
a 5.0 19.2 14.7 288 33.4 37.1 22.4 47.9 49.7 2.1 2.6 26] 
Texas Gulf Sulphur .oicccccccsssscccsssssssenn 13.3 26 31.3 16.9 £138 13.1 296 363 42.1 116 49 6.3 
Underwood Corp. ooccsssscccsssscesssseneseen 6.3 8.9 7.1 8.0 6.1 2 ws Wo Ws ce 2 «sf 
Union Carbide & Carbon......cccce. 81.3 139.9 1135 50.2 80.1 99.7 +119.2 188.9 1766 3.4 £30 3.2 
United Carbon 1.8 1.6 4.0 1.0 1.6 1.2 2.5 3.4 540622808280 
United. Gas Corp. cesscesessssssscsssssssseesee 11.6 32.220. 3.1 4.1 4.8 deficit® 20.9 11.4 - a <a 
United States Gypsum 14.7 345 18.9 6.8 6.8 98 232 £4401 £4242 444 «4466 28 
United States Rubber ..... 20.5 36.2 25.8 64.4 84.4 103.1 82.5 1101 1185 3.1 42.9 2.7 
Western Auto Supply ..  -2730—~«i‘«* tia C(‘é‘z SOS 22i20.S—(itiLDC(ié‘iaTWOCSlC(‘dKC«“SOC#*‘O«* 
Westinghouse Electric .. 33.1 112.5 55.5 67.6 128.0 166.8 105.3 245.4 3035 42 3.6 9.8 
Woolworth, Fo We cesses. . 25 8 86.6 51.8 49.4 678 62.1 1055 108.2 43 £93.2 ~« 3.0 
Youngstown Sheet & Tube ......cso.... 22.0 65.4 70.7 484 38.) 42.0 78.4 100.9 1098 56 £54 ° 5.8 
* Current Liabilities exceed Current Assets by $15.3 million. N.A.— Not Available. 
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the company earned $9.90 per share on 1,198,431 
outstanding shares. Another company that arranged 
for funds in 1946 was RCA through bank loans of 
$30,000,000. It raised only $3,000,000 new money 
as $27,000,000 was used to pay this amount in 
promisory notes. Working capital last year denotes 
a comfortable position. The interest rate on the 
Joan is only 114% and 144% standby charge for any 
unused amount of the $40,000,000 credit. At the end 
of two years the loan may be extended at a slightly 
higher rate for eight additional years. As RCA has 
used bank credit in the past, it probably will not 
refund through sale of stock, and this policy is ad- 
vantageous to stockholders as the number of shares 
at present outstanding is large enough. Another 
concern with a large number of common shares, and 
which should not need new capital in 1947 is Ameri- 
can Radiator & Standard Sanitary Corp. Please 
note in the table the gain over 1940 in working capi- 
tal; the principal reason for the decline last year in 
cash assets, which still are ample, was the increase in 
inventories. 

Johns-Manville not only increased inventories but 
also plant and equipment, the latter by $11,100,- 
000 gross in 1946 in its continuing expansion pro- 
gram, accounting for the decline in cash assets. 
While earnings were practically unchanged for the 
full year, net per share of common in the last quar- 
ter was $2.67, or an annual rate of well over $10 
and an upward trend is evident. 

An outstanding growth situation in the chemical 
field that conducted financing on a low cost basis 
is Monsanto. The shares have been split up which 
renders them available to the smaller investor. Union 
Carbide & Carbon issued a very favorable report 
last year of $6.10 per share. Neither of these chemi- 
cal companies should need financing this year, and 
their operations should add materially to the na- 
tional economy. The marked growth in working 
capital of National Biscuit and its cash position in- 
dicate that no new financing will be required. This 
likewise holds true of Woolworth, in which case cash 
assets increased notably in the war period. Thus, 
while we shall mention many new financing possi- 
bilities, it is well to point out that in a broad cross 
section of representative companies there is a lack of 
new capital needs on the part of certain groups. 


Other New Financing Probabilities 


Aluminum Company of Americ& is not included 
in our tabulation as 1946 balance sheet or income 
account have not been issued. Readers of “The Mag- 
azine of Wall Street” will recall that in the March 
15th issue, an article, Outlook for Metals and Metal 
Fabricators stated that Alcoa plans to build a large 
aluminum fabricating mill, and doubtless for this 
purpose stockholders are to vote April 17 on a reso- 
lution authorizing directors to incur indebtedness 
up to $150,000,000 at any time. It is rumored that 
a new bond issue of this amount will be sold. Due to 
the sound character of the business, it would be 
favorable for common stockholders if this additional 
capital is raised. 
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In view of the substantial peacetime earnings de- 
veloped by the Goodrich and Goodyear tire com- 
panies and the more stable nature of the business— 
with synthetic rubber tending to stabilize the price 
of crude rubber, it is our opinion that either of these 
companies could refund its large 5% preferred 
stock issue with a new preferred carrying a dividend 
rate around four per cent. It so happens that such 
refunding would increase common earnings by 
nearly 30c per share for each company. A $5,000,- 
000 high grade 314% preferred issue of the Corn- 
ing Glass Works should be sold before the end of 
March; but the common lacks investor interest be- 
cause of a high times-earnings ratio, low yield and 
a somewhat inactive market. Several other glass 
companies have greater attraction, notably Pitts- 
burgh Plate Glass a maker of flat glass. In these 
days of comparatively few attractive convertible 
preferred stocks, investors and investment managers 
will be interested in studying a new convertible pre- 
ferred of American Brake Shoe to be created by 


stockholders at a meeting April 22nd in the amount 


of 200,000 shares, $100 par value. If approved, new 
preferred would be offered to common stockholders 
through rights, to finance redemption of the out- 
standing 98,000 514% preferred shares at $125 
per share. Dividend and conversion rates of the new 
stock have not yet been determined by directors. 

By reason of the wartime accumulation of new 
construction projects and the higher costs of those 
effected in 1946, capital requirements of the Bell 
Telephone System in 1946 were greater than in any 
previous year. American Telephone Company and 
subsidiaries obtained more than $550,000,000 of new 
capital, practically all through the sale of deben- 
ture issues. In addition, $200,000,000 in debentures 
were scheduled for offering before the close of 
March, and it is understood that $125,000,000 New 
York Telephone bonds will be offered on or about 
June 15. 

A T & T will proceed, probably very soon, with 
an offering of capital stock under its employees’ 
stock plan up to a maximum of 2,800,000 shares, on 
an instalment basis. We understand that the price 
will be around $150 per share and that it will take 
about 21% years to arrange for the total instalment 
contracts. If the maximum is sold, at the indicated 
price, the company would receive, over a period of 
time $420,000,000. The number of System em- 


ployees at the close of 1946 was 617,154, and the 


maximum amount to be invested, per employee 
works out at about $680. In addition to other fac- 
tors to be considered in the consolidated income 
statements of the last two years (per share earn- 
ings were $10.23 in 1946 and $8.93 in 1945), it 
should be noted that the subsidiary companies, up to 
February, 1946 had made voluntary rate reduc- 
tions of $20,000,000 in certain states, which were 
offset only to the extent of $8,000,000 by increases 
through February, 1947 in 8 states. Applications 
are pending in 16 states for increases aggregating 
approximately $75,000,000. Another utility, Con- 
solidated Edison of N. Y. has been conducting a 
bondr efunding program (Please turn to page 761) 
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THE FUTURE OF THE STERLING AREA 


Photo by Press Association 


By V. L. HOROTH 


|G Beye THE PROVISIONS of the Anglo-American 

Loan Agreement signed on July 15, 1946, 
Great Britain is pledged to convert freely into dol- 
lars within one year all pound sterling arising from 
current trade and service ianeactionn. However, she 
is under no obligations to provide dollars tor finan- 
cial transactions—payment for American securities, 
for example. She also retains the right to regulate 
the spending of dollars for imports ‘and other pay- 
ments, although this must not be done in a discrimi- 
nating manner. 

Great Britain is also required to settle by July 15, 
1947 che blocked pound sterling problem, involving 
$3.5 billion or $14 billion owed to some 30 countries. 
No stipulations are made with regard to settlements 
with individual countries, except that a certain limi- 
ter amount of blocked sterling may, be made freely 
available annually for current purchases by the 
creditors. Suggestion was also made that in cases 
where blocked pounds were accumulated as the cost 
of defense (India, Egypt, Iraq), a scaling down be 
negotiated with the creditors, and the balance be re- 
leased in installments over a period of about 50 
years. 

_ Finally, all sterling area controls and arrange- 
ments as evolved during the war are to be cancelled 
by July 15, 1947, and the former member countries 
may use the dollars and pound sterling earned 
current trade and service transactions as they see 
fit. This also means that the sterling area dollar 
pool, reported at about $2 billion, is to be liquidated 
and distributed among the members. 
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The date of July 15, 1947 will therefore be an im- 
portant milestone on the road toward the liberaliza- 
tion of international trade. We are certain that this 
is not the last discussion in these pages of the prob- 
lems that the dissolution of the sterling area will 
create. On this occasion we want simply to comment 
on Britain’s chances of resuming free convertibility 
by July 15 in view of her chaotic situation brought 
on by the fuel crisis. Anybody interested in foreign 
trade is also likely to ask whether or not other mem- 
bers of the sterling area must make their currencies 
freely convertible into dollars. 

Note: Before discussing the future of the pound 
sterling system, it may be useful to clarify the terms 
“the sterling bloc” and “the sterling area.” which 
are often indiscriminately used. The term “sterling 
bloc” began to be used following Britain’s depar- 
ture from the gold standard in 1931. It denoted 
the countries which had pegged the external value 
of their currencies to the pound sterling, maintained 
a central monetary reserve. (or part of it) in Lon- 
don, and in general pursued the same monetary poli- 
cies as Great Britain. The sterling bloc was there- 
fore a loose association of countries whose trade de- 
pended upon Great Britain. There were no rules as 
to how large the monetary balances kept in London 
should be or at what exchange rates individual cur- 
rencies should be pegged to the pound sterling. In 
those pre-war days, in addition to most of the coun- 
tries of the British Empire, the sterling bloc in- 
cluded all the Scandinavian countries and such 
Latin American countries as Uruguay and Bolivia. 
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Even Argentina and Japan pegged their currencies 
to the pound sterling and were spoken of as “the 
sterling bloc fringe” or “the outer sterling area.” 

The sterling bloc came to an end in September 
1939 and was succeeded by the sterling area which 
was an organized association. It has been described 
as “a system of cooperative exchange controls oper- 
ated by a group of countries, the currencies of 
which are not freely convertible.” In practice, the 
sterling area operates through London as a central 
clearing house. The individual members pool their 
holdings of certain “scarce” currencies—such as 
Canadian and U.S. dollars—and limit the demand 
on the pool to essentials only. No dollars are spent 
on anything that can be purchased within the sterl- 
ing area. Since the end of the war, however, these 
provisions have been 
liberalized and the 
pool has be en pro- 
viding dollars for 
imports not allow- 
able during the war. 

The provision that 
dollars cannot be 
used for anything 
that can be pur- 
chased within the 
sterling area has 
been assailed partic- 
ularly by American 
businessmen. The 
truth is that the pro- 
vision has led to 
trade dislocation and 
that some American 
exporters have suf- 
fered as a result. But 
there has been no 
hoarding of dollars. 
Dollars have been spent on what has been needed 
most, particularly food. Hence, the sterling area 
arrangements have probably favored the American 
farmer. 

The sterling area is much smaller than the sterl- 
ing bloc was. It embraces all British Empire coun- 
tries, excluding Canada, Newfoundland and Hong- 
kong, and the independent countries of Egypt, Iraq, 
Iceland and Ireland. The Scandinavian countries 
and Argentina withdrew after the outbreak of the 
war. 

The liquidation of the sterling area dollar pool by 
July 15 poses several important problems of inter- 
est to importers and exporters. Will the sterling 
area survive, since some pound sterling will remain 
blocked, or will it be replaced by a system similar to 
the prewar sterling bloc? Will countries such as 
India or South Africa remain or break away from 
the post-July 15 sterling area system? 

As an answer to the first question, we are inclined 
to believe that the Labor Government will make 
every effort to restore the free convertibility of the 
pound sterling (except, of course, in capital trans- 
actions), notwithstanding the seriousness of the situa- 
tion in Great Britain at present. The failure to do so 


Photo bby Ewing Saou 
Operator in an Indian tinplate mill. India has ambitious indus- 
trialization plans requiring conservation of hard currencies. 
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would probably be interpreted as further proof of 
the inability of the socialist planners to cope with 
the situation. The Labor Government will not give 
up without making some effort to get hold of the 
situation again. Whether it will succeed in revamp- 
ing the British economy and in raising the British 
standard of living at the same time is, however, 
another story. 

One of the chief troubles is the maldistribution 
of labor, resulting from the war and the increasing 
absorption of labor into Government service. There 
are no fewer than 665,000 more men and women 
with public service today than in 1939 and 533,000 
more in the metal and engineering trades, not to 
mention 947,000 more in the armed forces. 

On the other hand, workers employed in distribu- 
tion (warehouse, 
shops, etc.) are 583,- 
000 below 1939, other 
consumer services are 
359,000 below, and 
textiles are 400,000 
below 1939. 

The clouds do 
have a silver lining. 
The production 
crisis may have 
wiped out most of 
the gains made in 
1946, but it jolted 
the Labor Govern- 
ment and, for that 
matter, all the Brit- 
ish people into fac- 
ing reality. It 
brought home the 
necessity of master- 
ing the balance of 
payment problem 
and the domestic economic situation before embark- 
ing on socialist experiments. Even union officials in 
Great Britain now talk about the need for introduc- 
ing labor saving machinery—a subject tabu a few 
months ago—while the Government is contemplating 
measures to make overtime work more profitable to 
the workers. 

Huge Government expenditures for nationaliza- 
tion and social reforms have fed to the public a flow 
of money which the people have been unable to 
spend because there have been no goods, talk of 
seven billion pounds of purchasing power pressing 
on or chasing the six billion pounds of goods. More- 
over, inability to keep the excess purchasing power 
under control has cost Great Britain valuable dol- 
lars. As the London Economist points out, the coun- 
try is spending more dollars for tobacco than it ever 
did in the most prosperous inter-war years. And the 
expanding private consumption of electricity is 
limiting the portion available to industry. 

The production crisis has also revealed that the 
six years of war weakened British economy more 
than was generally realized, and that the external 
aid, the American and Canadian loans, is probably 
too small to last till 1951. Practically one half of 
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up, while the $3,750 million American loan has been 
drawn upon to the extent of $1,100 million. 
Furthermore, the British have somewhat foolishly 
weakened their position by taking an easier way out, 
by exporting last year either on credit or against 
inconvertible currencies or against their past debt. 
They should have diverted their precious exports 
to the “hard” currency areas instead. As Professor 
Lionel Robbins expresses it, the British have been 
handing over to others the benefits of the American 
and Canadian loans. All they have to show is a de- 
cline of about £100 million in Indian claims against 


them and uncollectible Scandinavian, French, Bei- 


gian and Dutch I.0.U.’s. 

The Labor Government will unquestionably try to 
extricate itself from the present situation. The Brit- 
ish withdrawal from Greece and Turkey is an ex- 
ample of effort to reduce the drain on British re- 
sources. It is possible that Western Europe will be 
in a position to repay some of its debt after the next 
harvest. Any dollars that Western Europe might 
get in the next few months from either the Interna- 
tional Fund or the World Bank should also bolster 
up the British position. The 1947 exports are to be 
increased to 140 per cent of the pre-war (by the end 
of the year) as against the current export level of 
about 110 per cent. The 1947 quantity of imports 
is to be kept at 85 per cent of the pre-war, as 
against 70 per cent of the prewar in 1946. 

The heavy loss of American and Canadian dol- 
lars incurred in bolstering up their own situation is 
likely to make the British reluctant to make a part 
of the blocked sterling balances freely available for 
their creditors’ current purchases in the dollar bloc 
area. This brings up for brief review the progress 
made in settling the blocked pound problem. 

In this connection, we refer our reader to the ac- 

companying table. No specific settlement will prob- 
ably be necessary with the first group of countries, 
which include almost entirely the crown colonies. 
Their sterling holdings represent the reserves held 
in Londen against local colonial currencies. A part 
of these reserves will undoubtedly be spent for goods, 
but since they belong to the directly controlled 
colonial areas, they are not likely to be used so as 
to embarrass London. 
* The second group includes the countries with 
blocked sterling balances nearly used up, as is the 
case with Western European. countries and the 
countries with which settlements have already been 
reached. The most important of the latter is Argen- 
ina. The British have allowed Argentina to dispose 
freely of £5 million for purchases anywhere in each 
of the next four years. Some blocked sterling was 
transferred to Brazil and the balance has apparently 
been used, according to the latest reports, for the 
purchase of British railway investments in Argen- 
tina. The matter of £56 million of Brazilian bal- 
ances was also settled; they were unconditionally re- 
leased for purchases of machinery and equipment in 
Great Britain. 

After negotiations that did not produce any re- 
sults, Australia and New Zealand cancelled £25 mil- 
lion and £10 million of blocked funds respectively. 
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the $1,250 million of Canadian funds has been used - 


It is said that this “gesture” was not completely wel- 
come, since the British Treasury had evidently been 
planning to ask for more substantial reductions. 

In the third group of countries are included the 
largest and, as the Economist puts it, the “prickli- 
est” creditors. The Eaddy Mission sent to Delhi to 
persuade the Indians to agree to some debt reduction 
met with a rebuff, but negotiations are to be re 
opened late in April. The British position was that 
at least one-third of the huge blocked balances of 
£1.2 billion was spent in defense of the country. The 
Indians argued that the debt was privately owned 
and hence of no concern to the Government and 
that the sterling balances represent India’s princi- 
pal capital reserve for industrialization and for the 
lifting of the low standard of living. 





POUNDS STERLING BALANCES 
(in millions of £) 





Sum- Sum- 
mer mer Lat- 
1945 1946 est 
Crown Colonies, Mandates, etc. 
African Colonies ....... 209 
ODOM | 5156.64 4 siniece:s ces 116 
1s CMS Seer sangre nae 85 
Oy LSS ee Oe EO sae 61 
VOGUE AMGIES. <..64.06%655.< 59 
TIGROKONG 5556 5052.0:00 33 
PNM foc ie ocean ose es 11 
Other Colonies ........ 87 
STL OS °C) €) nea eae eae 661 661 661 
Countries Reducing their Sterling Balances 
PRMNUMIA 35.5550 6 'cle cies’ 86 150 — Used up in purchase of 
British owned railways 
in Argentina. 
PRA BUE SAB: sosctoicciyis east) oe 118 178 = 1538 br ee! reduced 
mil. 
New Zealand: ..6..002.0 64 91 81 He ag 
RNIDEANGN (oie iarecars!s cee e evene-e 91 75 50 estimate 
POVAAEAD, 5.4.0 i5ie:<:0.50005.0 79 70 70 
ESS SAR Bee aetna Se ees 55 25 - Probably used up. 
[NET SSS ees ee eae ten 40 — — Used up. (The French 
are now in debt.) 
RIN ols: 550 i510 hover e035 37 25 — Probably used up. 
PVCENCPTIANGS oo c cee, 69 13 — ” ” ” 
MDGNIAAEN occa oeledsoss crore 12 5 — ” 
SERIA e's ovslere'sin Ccisiee nies _ 37 56 56 Released for purchases, 
EOE ee 17 10 10 
Sweden & Switzerland.‘ 29 40 40 
PUAN (6 isic aie':0100 0 s-0 14 31 30 
Other Latin America... 5 5 5 
WiaPlous ASIA: 55666-00056: 42 42 42 
CUO 0) 7.) a a 795 816 537 


Countries Where Settlements are Pending 





MIRED sisciareod alas Siatoesre 1,116 1,800 1,200 Negotiations collapsed. 
US, 2) aig aor eee 400 4°0) 470 " ” 
NGWRMARACL a's hiekecpsites aes alane 179 191 200 
RDG Pastarsiowalsinieaintes- ote 71 100 100 Negotiations collapsed. 
RNID ear eta ceaaliors Giece 22 22 22 

Sap-total  .ncusewsse 1,789 2,083 1,922 


Grand’ Total... 3,245 3,560 3,121 
Source: London Economist, Federal Reserve Bulletin and others. 





In Cairo and in Bagdad, negotiators have also 
met with firm refusal. Much like India, Egypt and 
Iraq have plans to use the wartime accumulated 
sterling for industrialization and the building of ir- 
rigation works. Also the two Arab states are evi- 
dently using their creditor position to press the Brit- 
ish not to make concessions to the Jews in Palestine. 
And the Egyptians are maneuvering for sole con- 
trol of the Anglo-Egyptian Sudan. 

The restoration of free convertibility by the sterl- 
ing area countries other (Please turn to page 760) 
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The shipping lines face an optimistic outlook for export business well 
into 1948—but lack of dollar exchange limit demand. 


= Whather Ahead for B. 
SHIPBUILDERS & SHIPPING LINES 





means that all shipyards of the 
United States will be devoid of con- 
tracts for new tonnage.” 


Public Opinion Scores Again 


During the past six months, the 
press and shipping circles gave voice 
to the declining trend in tonnage of 
the American merchant fleet at a 
time when postwar commerce offers 
great possibilities. It was predicted 
that the decline in shipbuilding would 
be greater than followed the first 
world war. Our merchant vessels 
would become obsolete in comparison 
with those of other nations making 
technological progress as a result of 
continuing to build ocean - going 
ships. It was said that we would fail 
in the opportunity of acquiring Ger- 
man and Japanese shipping routes. 
It was feared that we would again 
approach a policy evident before 
World War I which resulted in an in- 
adequate merchant marine. Fortun- 
ately, just in time before we entered 
the last war, the late President 
Roosevelt successfully urged a ship- 
building program that changed our 
merchant marine status to one strong 
enough to represent our powerful na- 
tion. 

The members of Mr. Truman’s 
new committee are: K. T. Keller, 
president of Chrysler Corp.; Marion 
Folsom, treasurer of Eastman 
Kodak Co.; Andrew W. Robertson, 
chairman of the board of Westing- 
house Electric Corp.; James B. 
Black, President of Pacific Gas & 





By H. L. BLACKBURN 


News that should have long-range promise for 
the American shipbuilding and shipping indus- 
tries appeared March 11, 1947 when President 'Tru- 
man appointed an advisory committee of four lead- 
ing industrialists (three of whom had wide expe- 
rience in foreign trade) and a naval construction 
expert, to develop a “stable long-range program” 
for an efficient up-to-date merchant marine. In a 
letter to each member of the committee, the Presi- 
dent made some important statements which repre- 
sent a change of policy from that imposed last sum- 
mer when, to conserve funds and materials in short 
supply, the ship construction program was dras- 
tically reduced. The remarks of Mr. J. Lewis Luck- 
enbach, President of the American Bureau of Ship- 
ping at the 85th annual meeting, held January 28, 
1947, included the following: “A total of 51 ves- 
sels, each over 2,000 gross tons, are scheduled to be 
finished this year, thereby practically consumating 
every shipbuilding contract for large seagoing ves- 
sels now in existence in the United States. This 
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Electric Co. and Vice Adm. Edward 

L. Cochrane, former chief of the 

Navy’s Bureau of Ships and now 
chief of the material division of the office of the As- 
sistant Secretary of the Navy. The President, in a 
letter to each member of the committee, stated that 
“although our present need is primarily for pas- 
senger ships, our ship construction program as a 
whole merits careful consideration.” He emphasized 
that as an important element of national security 
in connection with preparation for expansion in 
case of emergency, “it is essential that shipbuild- 
ing skills be maintained by shipbuilders through an 
orderly replacement program of all types of ves- 
sels.”” He added that the latest technological develop- 
ments must be incorporated “into our future cargo 
and combination cargo-and-passenger vessels, as 
well as into passenger liners, if the United States 
is to maintain a well-balanced modern merchant fleet 
‘o meet trade as well as security requirements.” 
Thus, public opinion got at least preliminary ac- 
tion from the Government. How effective it will be 
remains to be seen. 
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The committee’s advice will aid materially in 
forming recommendations for congressional legisla- 
tion. It is thought in the trade that the first report 
of the committee may require about six months to 
complete. It would take the President a compara- 
tively short while to submit his request to Congress ; 
but that body, according to its recent speed will 
not have passed legislation to give shipyards new 
work for an uncomfortably long period. According- 
ly, it appears that ship builders may have to de- 
pend largely upon repair and reconversion work un- 
til well into next year. 


Ship Maintenance Work Important 


Facilities of concerns engaged in repair and re- 
conversion of merchant vessels were fully engaged 
last year as the result of the return of the shipping 
industry to peacetime operations. All vessels taken 
over by the Government during the war emergency 
are required to be returned to their owners in the 
same condition as when they were requisitioned. 
Profits on Government work are limited by law, but 
margins on private work will be better. Newport 
News Shipbuilding and Dry Dock Co. handled a 
larger proportion of Navy construction: during the 
war, but the construction of merchant ships is more 
important under normal conditions. The larger fleet 
tonnage in both classes afloat now than before the 
war will sustain maintenance work at relatively high 
levels. It is important to note that another opera- 
tion of this company is the manufacture of hydraulic 
turbines and accessory equipment for electric power 
installations. Declining shipbuilding volume was off- 
set in 1946 by other work on hand. Despite the 
strong financial condition, it is considered likely that 
no more than the 50c quarterly dividend will be 
paid in 1947. Todd Shipyards is one of the largest 
ship repair organizations in the world. Earnings 
were substantial in the five pre-war years except for 
a poor year in 1939 when $1.22 per share was 
earned and $2.50 paid in dividends. Another ship 
repair company is American Ship Building,—a 
dominant factor in that division, as well as con- 
struction in the Great Lakes area. Construction 
work has been curtailed, but a fair amount of repair 
and rehabilitation work is in prospect. In the last 
balance sheet, working capital of the company and 
its wholly-owned subsidiary equaled $60 a share. 

The three other ship building companies in our 
tabulation have not fared as well as those mentioned 
above; their repair and reconversion work is rela- 
tively small. Bath Iron Works gave indication of 
the problems by declaring only 50 cents in the last 
three quarterly periods against $1 paid in the same 
periods a year ago. This company is making every 
effort to employ a comparatively idle ship construc- 
tion plant in other fields; but with their workers 
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trained in ship building,—after completing a great 
war job, it is extremely difficult to successfully make 
items such as vending machines. Strong finance can- 
not. be maintained if dividends are disbursed in ex- 
cess of earnings. On the contrary, the company 
should remain prepared to renew its regular work 
when available. Electric Boat, which pays dividends 
of only 25 cents quarterly, may be able to continue 
this smaller rate in view of increased product diversi- 
fication; but it has no repair work. Operating profit 
of New York Shipbuilding will decline sharply un- 
der current conditions, which despite strong finances 
may place the 75c semi-annual dividend in jeopardy. 


Shipping Lines 


Wartime construction of merchant vessels aggre- 
gated about fifty million deadweight tons. A great 
tonnage, owned largely by the Federal Government, 
is being sold under the terms of the Ship Sales Act 
of 1946. It is estimated that Americans have bought 
or probably will buy about one-quarter of Govern- 
ment-owned ships. When the sale is completed in 
1947, it will change the status of American ship- 
ping companies from owning (before the war) 
16% of the world ship tonnage to an estimated posi- 
tion of owning over 40% of world tonnage. Ameri- 
can shipping lines are buying the cream of the ships 
completed during the war in American ship yards. 
Under the Act, dry-cargo merchant vessels are be- 
ing sold to American buyers at prices set at 50% 
of the prewar domestic cost. As such cost was about 
twice the prewar foreign cost, the ships are being 
purchased by American lines at the cost of prewar 
foreign ships. It is estimated that foreign vessels 
now cost about one-third to one-half again as much 
to build as before the war. Therefore, our shipping 
lines are making advantageous purchases. 

Up to date the proportion of the Government 
ships that have been bought by foreigners and 
Americans is about 3 and one. Foreigners can buy 
Liberty ships, certain tankers, C-1 type and Victory 
ships, while those reserved for Americans are the 
C-2 and C-3 type vessels (Maritime ‘Commission 
designations). The ships that Americans have been 
buying are the standardized design cargo ships,— 
the C-2 of around 10,000 deadweight tons carrying 
capacity and the C-3 of about 12,000 tons. 

The subsidies paid under the Merchant Marine 
Act of 1936 were separately negotiated for each 
ship and were designed to cover the excess of oper- 
ating cost over that for foreign competitors on the 
same direct trade route. The subsidy contracts en- 
title the Martime Commission to recover one-half of 
the amount by which profits during the life of the 
contract (usually ten years) exceeded 10% an- 
nually on the capital used in the subsidized opera- 
tions. About 50% of our foreign trade ships will 
be subsidized in postwar years, and also half of our 
ships are engaged only in domestic trade. Therefore, 
only one-quarter of total American shipping is sub- 
sidized. The necessity of Government subsidy is in- 
dicated by the tabulated basic wages and over-all 
monthly wages computed by adding overtime pay- 
ments, cargo penalties, work penalties, area and 
war-risk penalties to the basic monthly rates; this 


THE MAGAZINE OF WALL STREET 











great 
make 
e can- 
in ex- 
apany 
work 
dends 
itinue 
iversi- 
profit 
y un- 
lances 
ardy. 


gegre- 
great 
ment, 
s Act 
ought 
yvern- 
ed in 
ship- 
war) 
posi- 
meri- 
ships 
‘ards. 
‘e be- 
50% 
about 
being 
‘ewar 
essels 
much 
ping 


ment 
and 

. buy 
story 
> the 
ission 
been 
ps,— 
‘ying 


arine 
each 
yper- 
1 the 
5 en- 
lf of 
f the 
an- 
era- 
will 
our 
fore, 
sub- 
s in- 
r-all 
pay- 
and 
this 


EET 





National Federation of American 
Shipping does not include the recent 6% increase 
in maritime wages. The wage payments for these 
American ship ‘workers ~~ the average of eight 
other countries by 60%. The lines with relatively 
large subsidies are American Export Lines, Moore- 


survey of the 


MeCormack and U.S. Lines. 
MONTHLY BASIC AND OVER-ALL WAGES 
Basic— Estimated ‘otal 
Chief Chiet 
Nation A.B. Cook A.B. Cook 
United States $6 ‘ SV72.50 S205 00 SP65.00 SB 10 00 
Canada ..... 150.00 180.00 170.00 200.00 
United) Kingdom 906,00 11000 103.00 Waray 
Netherlands 74.00 13.00 80,00 100,00 
“OLS a ae ee 79.00 94.00 92.00 107.00 
Oe >, ge a a 112.00 144.00 117.00 150.00 
Yugoslavia 84.00 89.00 87.00 92.00 
Denmark $5.00 98.00 90.00 103.00 
Sweden 84.00 95.00 105.00 115.00 
Foreign Average ........ 95.50 112.88 105.50 123.00 
Foreign Percentage of 
United States pay.. 55.4 55.1Q% 39.8% 39.7% 


* The relative high level of Greek wages may be only temporary, 
but is none the less real. Greek money is actually into 
Latin American flag operations. 

National Federation of American Shipping. ‘This survey 

does not include recent increases granted United States 

and United Kingdom seamen 


going 


source: 


Foreign trade statistics of America for 1946, 
just issued by the Department of Commerce, show 
exports of $9.7 billion and imports of $4.9 billion. 
The total of $14.6 compares with the previous peak 





a record peacetime rate of $8.1 billion. An increase 
of 25% in exports is expected by most foreign trad- 
ers this year. Optimism for exports extends well into 
1948 when, however, dollar exchange may hecome a 
problem for many foreign countries, due particu 
larly to the estimates of imports of $5 to $6 billions 
annually through June 30, 1948. Thus, imports 
may continue at only 60% of exports as was show: 


in 1946, excluding UNRRA and lend-lease. 


Possibilities of Shares Mainly Speculative 


Round-the-world cruises were extensively sched 
uled by the American steamship companies before 
the war and this class of service is now returning. 
These trips are understood to have been profitable 
and should provide income possibilities for many of 
the steamship companies as ample spending money 
appears to be burning holes in pockets of the aver- 
age American. 

Original cost of merchant ships being acquired 
from the Government is, in the last analysis a very 
important element in steamship operations. Accord- 
ingly, it should prove to be of material advantage 
that the American companies have acquired a large 
number of the C-type vessels. These merchantmen 
have speeds ranging between 15 and 17 knots or far 
superior to our smaller prewar vessels with average 
speed of only 10.9 knots. American ships offer many 
advantages in the postwar world and should gain 
many more friends. 

A word of caution about the domestic operators 
in coastal and inter-coastal trade is that the rate 
adjustment made last December, about the time of 




















in 1929 of $9.6 billion. Exports in 1946 included the railroad freight rate increase, has not been 
about $1.5 billion UNRRA and lend-lease; but ex- enough for the shipping companies to offset in- 
cluding the two latter items, the total exports were creased operating costs. 
Pertinent Statistics of Shipbuilders and Shippers 
————Net Per C Share 
1938-41 Pr a Range Re- Divi- 
Current Pre-War 1942-45 Dividend Paid 1938-41 1942- cent dend 
Ratio Avge. War Avge. 1945 1946 1945 1946 Pre-War War 1946 1947 Price Yield 
Am. Ex. Lines (a) 2.7 $6.32* $2.29 $1.45 $3.75 $ 60 $ .90 £113/533/10 17% 62 28% 17% 20% 16% $18 5.0% 
Am.Haw'n S.S... 3.7 4.51 3.17 2.74 2.48Se9 3.00 3.00 50% 9 56% 25¥2 55% 37/2 40% 38% 40 7.5 
Am. Shipbuilding. 7.0  2.03Je 4.21e—4.38Je © 3.32e 3.00 3.00 46%4 234434 24 «5233 39% 342 38 7.9 
Atlantic, Gulf, Ls 
oe 0.30 11.87 8.06(b) 36.23(b) 3.00 3.00 4512 4% 45 1672 4934 26% 34% 25% 30 10.0 
Bath Iron Works.. 1.4 2.80 7.70 6.20 4.26Je6 4.00 3.50 2534 4% 24% 12% 39% 18% 19% 17% 19 18.5 
Elec. Boat Co. .... 5.8 2.21 2.59 ae 1.50 1.25(x) 18% 6 24% 8% 35% 12% 16% 13% 14 8.9 
Merchants & 
Miners Trans... 9.9 0.76 2.58 0.77 8.62 2.00 2.00 30% 10 45% 21 522 362 472 41% «42 «4.7 
Moore Mc- 
Cormack Lines. 1.1 2.56 3.52Se9 1.00) 2.00 oie ceanne 245% 21 «30% 20-265 20% 25 «8.0 
N. Y. Shipbidg. na i : 
a 1.8  k3.28 k7.33 k7.50 k4.45 3.00 1.50 31% 5 25% 11 26 10% 13% 10% 1212.5 
Newp't New 
"Shipbuilding - = 5.85 6.25 6.69 2.50 4.00 © 37% 1972 «27% 12 «= 34% 182 215% 18% 19 21.1 
Todd Shpyds. Co. 1.8 —7.08Mr —'17.13Mr_—'10.48Mr =—=*12.33Mr «8.50 6.00 104% 44 «123 «5S0s165«9S—s—i«dOBss«SsiH Ca 
— States 
SIE sinssicenicoss 1.3 " 1.24 1.51 ee 19% 16% 18 5.6 


4.82 
(a) All figures adjusted for 212 for 1 split, June 1946. 
(b) Includes non-recurrent income of $1.33 in 1945 and $35.60 in 1946. 
k—On combined founder and participating sotck. 
Je6é—For 6 months ended June 30. 


Mr—Fiscal yecr ended March 31. 


16% 4% 25% 13% 
(x) Plus 1 share for each 4 shares held. 

* 1939-41 Average. t 1940-41 Price Range. 

Je—Fiscal year ended June 30. 


Se9—For 9 months ended September 30. 
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By FREDERICK K. DODGE 


G sce THE BooM DAys of last May in the stock 
market, the ups and downs in share prices to 
date have brought an interesting change in the re- 
lationship of various groups. For speculatively- 
minded investors, the low priced stocks have tradi- 
tionally held above average allure, partly because 
with a given sum of money more shares could be 
purchased than in the higher brackets, and partly 
for the reason that a slim rise measured by points 
could represent a substantial profit percentagewise. 
But Wall Street runs in two directions, so that when 
a market decline occurs this form of reasoning must 
apply in reverse. Hence students of the Magazine 
of Wall Street’s twenty year old Index of Stock 
Prices attach significance to the fact that during 
the past 10 months the 100 stocks included in our 
Low Priced Group have declined about 31% from 
their last May’s highs, compared with a relative dip 
of only 24.5% for the 100 high priced issues 
grouped in our Index. 

At the outset, however, our readers are reminded 
that quality plays no part in the selection of shares 
for our Index. From long experience we have 
learned that to discover just what really is going on 
in the Stock Market, in considering price trends for 
groups, we must combine the factors of activity and 
price range each year, changing our lists annually 
when necessary to include only those shares which 
have established a trading volume fully up to our 
standards. As for our Low Priced group, moreover, 
the price must not exceed $20 per share. In con- 
sequence, the over-all picture is a medley of good, 
bad and indifferent fundamentals, if appraised from 
the angle of genuine investment merit. On the other, 
the Index has proven reliability in clarifying market 
action established in former periods and right up 
to date, supplying valuable aids in appraising price 
performance of a representative group, inviting 
comparisons with that of the “blue chips” or with 
its own course under various market conditions. 

Although prices for our 100 Low Priced Stocks, 
after due weighting and adjustments, have declined 
much faster as to percentage than the stocks in our 
fancier priced group, it must be pointed out that 
they fell from a relatively higher pinnacle estab- 
lished last year, and for that matter had soared spec- 
tacularly during most of 1945. During 11 months 
of 1945 alone our Low Priced Index climbed to the 
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extent of 73% against a rise of 38% only for our 
100 High Priced Group. And by May of 1946 
their relative levels were: High Priced Stocks- 

110.40, and Low Priced—247.97. Viewed in this 
light, it may not appear surprising in the subse- 
quent downward price trend the decline for the Low 
Priced shares was more expressive, for included in 
this group were many issues of poor or doubtful 
quality which had been pushed to heights wholly 
out of line with their intrinsic merits. 

Of more importance, undoubtedly, is the fact that 
along with a lot of “cats and dogs” many shares 
of strong, well rated concerns normally in the low- 
price brackets were carried along down stream with 
the general market current. Just because some of 
these shares are selling below 20 in no way lessens 
their underlying investment appeal, for in many 
instances their relatively low price is due in the 
main to a large number of shares they have out- 
standing and among which substantial and stable 
earnings will have to be apportioned. If the recent 
popularity of stock split-ups continues unabated, 
it is possible that in the long run the majority of 
former aristocrats may be found in the lower 
brackets, without the least loss to their sound 
fundamentals. In any event, it has seemed construc- 
tive to us to cull out from our list of 100 Low Priced 
Stocks 10 specially selected issues with the idea that 
when a proper time comes an investor should ad- 
visedly purchase them for a conservative portfolio. 
By following the advice furnished regularly by our 
Mr. A. T. Miller in the Magazine of Wall Street, 
our readers will discover just when an opportune 
period for purchase has arrived and may be guided 
accordingly. In choosing a few issues for brief dis- 
cussion we have been careful to select only stocks of 
concerns well entrenched financially and with pros- 
pects suggesting higher earnings, more liberal divi- 
dends and consequently enhanced potentials for ulti- 
mate appreciation. In these considerations the Low 
Price factor is only circumstantial, for generally 
speaking many shares included in our Index of Low 
Priced Stocks are still substantially over-priced, in 
our opinion, and in the High Priced Group are 
many situations with above average promise, 
although not coming within the scope of this article. 
In short, our yardstick, though based on price, is 
essentially one of realistic fundamentals. On ap- 
pended tables, however, our readers will find statis- 
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tics covering the entire list of 100 Low Priced 
Stocks used in our index. 


Aviation Corporation 


Company has far outgrown its original activities 
in the aviation industry and under the dynamic 
management of Victor Emanuel has become widely 
diversified in other fields. Through its Lycoming 
division, however, its production of aircraft engines 
and parts is substantial and the company owns a 
26% interest in Consolidated Vultee Aircraft Corp. 
Among other concerns in which AVCO holds a con- 
trolling or partial interest are Spencer Heater, 
American Propeller,’ New Idea, New York Ship 
Building, the Crosley Corp., ACF-Brill, and Frozen 
Food Products, Inc. As matters now stand the com- 
pany’s main efforts are in the field of household 
appliances, for which the demand is now strong. 
Company’s capitalization consists of 271,262 shares 
of $2.25 preferred and some 5.9 million shares of $3 
par common. Prior to the war net earnings were 
spotty, but during the five year period of 1941-45 
they averagedabout 66 cents per shade, with a top 
of 99 cents in 1945. For the first 9 months of 1946 
net was abnormally pushed up to $2.12, due to a 
profit of over $12 million derived from a sale of 
American Airways stock. Dividends on the common 
were maintained at an annual rate of 50 cents per 
share in 1945 and 1946. Market action of the 
shares has always been very volatile as will be noted 
from the appended table. High price of 1434 in 
1946 compares with a recent price of 614. 


American Radiator & Standard Sanitary 
Corporation 


For nearly half a century past this important 
producer of plumbing, heating and ventilating 
equipment or its predecessors has enjoyed a large 
and relatively stable business. In view of the com- 
pany’s strongly entrenched trade position and 
reputation, along with every promise of a record de- 





mand for years ahead in the building field, it would 
appear that medium term prospects were clearly on 
the bright side. Before consolidation with the 
Standard Sanitary Corporation in 1929, American 
Radiator had paid dividends on its common since 
1904 without a break, as was the case also with 
Standard. Aside from a lapse during 1933-35, the 
merged concern has continued payments without 
interruption to date. As the present company, how- 
ever, has outstanding a very large number of com- 
mon shares (approximately 10 million), their divi- 
dends are in terms of cents rather than dollars and 
their average price is in the lower brackets. Net 
earnings for 1946 were reported as equal to 96 cents 
per share and dividends were paid at the rate of 40 
cents per annum, same as in 1945. Despite the good 
investment rating for these shares, their price tends 
to swing with the general market to some extent, a 
recent price of 16 comparing with a 1946 high 


of 23. 
Armour & Company 


We include this concern in our discussion because 
we feel that when the planned recapitalization be- 
comes effective and arrears on the preferred stock 
have been cleared, the common will emerge into a 
new status where dividends should be possible and 
the way opened for considerable stability. Armour 
ranks as the second largest meat packer in the 
world, with sales topping $1.1 billion in 1946 and 
with net income equal to $4.27 per share on the 
common, after heavy allowances for possible in- 
ventory depreciation. Indeed, during the 1941-45 
period net earnings averaged close to $1.80 per 
share, although dividends were precluded by arrears 
from former years on the preferred. These latter 
accumulations have now been cut to modest propor- 
tions and can be easily eliminated, and when, as 
planned a new issue of 414% preference stock is 
substituted for large amounts of outstanding 6% 
and 7% preferred, prior charges will be substan- 
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tially reduced. Armour’s working capital at the 
end of 1946 stood at an all time high of $150 mil- 
lion and its $88.9 million of funded debt has all 
been refinanced at very low rates. This debt plus 
the preferred serves to provide an interesting lever- 
age for the common shares although the latter num- 
ber slightly more than + million. In the 1946 bull 
market Armour shares sold up to 181% and a recent 
price of 141% is close to the low mark for 1947, 
thus far. 


Bridgeport Brass Company 


Activities of this concern date way back to 1865. 
Hence its experience has been long and valuable as 
a fabricator of many products made from copper, 


brass and their non-ferrous metal alloys. Sheets, 
rods, tubing, wire, plumbing goods, automobile 
specialties and building products afford wide 


diversification in output. In common with many 
concerns making durables, Bridgeport’s business 1s 
adversely affected during major depressions but on 
the whole its earnings record has been impressive, 
with dividends distributed in 39 out of the past 43 
years. 1946 proved an exceptionally good yea) 
with earnings equal to $3.27 per share, and 1947 
appears to hold equal promise. Last year 60 cents 
a share was paid to stockholders against 40 cents 
in 1945. Thus far in 1947, 40 cents has already 
been paid. With $11 million of working capital 
the company seems to be amply financed, in view of 
sales running somewhat above $50 million, or pos- 
sibly $60 million. The common shares are actively 
traded in, with a recent price of 17 comparing with 
a high —181% and low—141% for the current year. 


Budd Company 
Here we have a concern rated as marginal during 
the prewar decade, but now seemingly well on its 
feet with ample finances and a backlog of orders 
which was reported as high as $159 million last 


August. It is significant that $100 million of the 
latter represented business from the automotive in- 


dustry and the balance from railroads for much 
needed rolling stock. As the company is a leading 
producer of automobile bodies, wheels and brakes 
and of stainless steel railroad passenger cars, the 
increasing demand for all of these items enhances 
near term potentials for sales and profits, too. 1946 
was a tough year for this concern, due to shortages 
of electrical equipment and other supplies such as 
steel, with the result that during the first nine 
months a deficit of $1.08 per share was shown. 
Given a fair break in the current year, however, 
results could well be very satisfactory. The con- 
solidation of the predecessor concern, Edward G. 
Budd Mfg. Co. with Budd Wheel Co. last year was 
logical and tended to create a new degree of stability 
in operations. The sound status of this concern 
enabled it to borrow $30 million through 354% 
debentures due 1961 last year thus putting it i 

strong shape to handle a large business. Approx- 
imately 3.2 million shares of common (no par) are 
outstanding, preceded by 143,194 shares of $5 
preferred. The stock has been volatile as to prices, 
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as shown by a 1946 high of 221% and a low of 9% 
Recently the shares have been selling around 13. 


Burroughs Adding Machine Company 


This company, as everyone knows, has been a 
major factor for more than 40 years in the field 
of office machines of various types. Gross income 
from sales and rentals has averaged above $40 mil- 
lion annually since 1941 and under normal condi- 
tions foreign customers account for nearly a third 
of the business. An illustrious record for stable 
earnings and dividends has been established, with 
distributions regularly made since 1905. The 
shares accordingly have a strong investment status. 
The sole capitalization consists of 5 million shares 
of no par common, this large number causing the 
price to range below $20 per share. In 1946 the 
quarterly dividend was raised from 10 cents per 
share to 15 cents, or at the annual rate of 60 cents 
per share. During the first half, operations were 
hampered by shortages but are reported to have 
been accelerated later. At the beginning of 1947 
the company was struggling to meet some $70 mil- 
lion orders piled up on the books. From a high of 
21%4 in 1946 the shares dipped to 13 and recently 
sold at 1444. 


Canada Dry Ginger Ale, Inc. 


Company produces ginger ale and sparkling 
water in 23 plants in the United States, 4 in Canada 
and 2 in Cuba. Additionally it distributes Johnny 
Walker Scotch whiskey and other imported liquors 
and wines. For many years past net earnings of 
this concern have been relatively stable, ranging 
between $2.34 and $2.70 per share during the 1941- 
45 period. Last year the restriction on sugar use 
cut into earnings somewhat, so that net for the year 
ended September 30, 1946 came to only $1.07. 
With this adverse factor now substantially eased, 
it is thought that earnings will trend decidedly up 
ward in the current year, especially as the public 
has so much spending money at its command. Ap 
proximately 1.9 million kins of common are out- 
standing selling within a range of 22% and 1154 
in 1946 and with a recent price of 155 


Nash-Kelvinator Corporation 


A dual output of automobiles and refrigerators 
8 ovides diversification for this strong concern, op- 

rating in two divisions. Prior to the consolidation 
of Nash Motors with Kelvinator in 1937, the former 
had established an unbroken dividend record since 
1918. During 1939 and 1940 the merged unit de- 
ferred dividends but for the past five years they 
have been paid at an annual rate of 50 cents per 
share. Despite all the adverse conditions in 1946. 
Nash-Kelvinator accomplished quite a feat in earn- 
ing 59 cents per share, which promises well for the 
current year if all goes wel]. With working capital 
around $60 million, the financial position is strong. 
Outstanding are about 4.3 million shares of $5 par. 
recently selling around 18, and compared with a 
1946 range of “2534-13. (Please turn to page 762) 
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A—Adjusted. NF—Not furnished. 
x—Plus 1 share Pfd. Stock for each 4 shares held. 


def.—Deficit. 





























Dividends 
Current pe Wee Worvours sae = cipctbinaes 
Ratio Avge. Avge. 1945 1946 1945 1946 1938- 41 
Aloska Juneau ................... 1.1 $0.66 $0.05 d$0.07..—....... += Nl. —sCN ss13% 12 
Amer. Air Lines....ccnmn . 1.9 A035 0.63 A0.67 d0.05se9A $.20 Nil A7¥2 A2% 
Amer. Cable & Radio... 4.2 0.18 0.50. d0.14Se9 Ni). (Ss (ss 1 
Amer. & Foreign Power.. iia d8.56 7.08 6. =  d5.72Se9 SN, (Ss 5 Ve 
Amer. International .......... | 0.02 0.36 0.60 45 $55 9 22 
Amer. Power & Light... 1.5 0.24 1.01 5.69Nv11 Nil Nil 712 % 
| Amer. Radiator & S.S......... 5.2 0.42 0.55 0.96 “40 = «401972 3% 
| Amer. Zinc, Lead & Smtg. 4.0. (0.07 0.77 d0.028e9 .10 Nil 120 2% 
Meow & Co... 3.2 «0. 0.0106 Ww 790¢ 4.270... Nil ON 752% 
RO 2.0 0.14Mr 1.66Mr1.51Mr1.64Mr—s«sSO—«CSOC25 
| Aviation Corp. Pits 2.7 0. 0.01NV __0.74NV 0. 99Nv (2.06Nv 20 “20 9% 2M 
|Balt. & Ohio RR... 1.99 0.24 10.07 0.86 Ni ONE 2M 
Laie man... 2 a oe 0.02Se9 = .60ti«iw AS unlist 
| Bridgeport icone 4.2 0.89 1.13 3.27 45 60 16 5% 
| MCR 2G. seesincteedecs-cesctse eases ; new co. new co. d1.03Se? nas Nil new co. 
Burroughs Adding Machine 5.0 0.64 0.64 0.40 -40 -55 22% 5% 
| Callahan Zinc & Lead..........deficit def.0.02 0.005 def.0.001 0.005 Nil ONT 3% 
| Calumet & Hela... 11.7 0.35 0.56 : 0.82 35 .40 10% 45% 
|Canada Dry sts 3:6 AO.B1Se A0.80Se A0.78Se _—+1.07Se 133! 32% AT’. A3% 
Canadian RC 2.8 0.83 2.42 1.53 1.25 1.25 8's 2% 
Chi. ee M., St. 2. & Rae... 3.3 Reorgan. Reorgan. Reorgan. _........ Nil Nil Reorgan, 
| Colorado Fuel & tron.......... 2.5 A0.72Je Al.68Je d0.57Je -52¥2 -60 Ajl2;; A4 % 
| Columbia Gos & Electric. 1.6 0.43 0.58 1.20 me ae} 
Commonwealth Southern. 1.8 0.10 0.13 0. 0.68 Nii = ONIL%e—t«*M 
Consolidated Coppermines 8.2 0.48 0. .24 0.27 0.21Se? .20 -20 ze 1012 3% 
Consolidated Vultee nn 3.3 nm 6.93NV. 4.72NV d1.77Nv 2,00 —2.00 a. 
Continental “Motors pane 1.5 0.240¢ ic 790¢ d0. ATAp .60 35 ; 512 Ne 
Curtis Publishing ein Ce oe 40.01 0.228e9 Nil Nil 8% % 
| Curtiss Wright .....c-...sesc0--- 17. 1380~—COS7 0.46Se9 50.50. 13% = 3% 
| Del., Lack. & Western... 25 0.15 0.98 1.95 0.02 Nil Nil 8% ~=—-2% 
| Electric Boat seein 5.8 zx: 21 2.59 ae : 1.50 1.25(x)18% 6 
| Equitable Office Bldg........... 1.1 0.002 def.0.18 0.20Ap Nil Nil, .2% ‘ 
a 1.9 d2.68 3.00 0.40 1,00 1.00 10 4\e 
Farnsworth Tel. & Radio... 5.6 d0.20Ap 0. 59Ap 0.68Ap —_—0.29Ap Nil Nil_—sunlisted 
G]elr, ROLE annacsescsnncecconees 2.8 0.37 0.42 - 30 6% stock 5% 1% 
Gear WOO oasssccsssesessseesnseee 1.9  0.570¢ 0.790¢ 0.550 defl.940¢ 40 9.10 5%4@— V2 
General Baking .................... 2.6 0.71 0.79 2.09 -60 90 11% 3% 
General Public Service... 0. on d0.08 40.05 0.08 Nil 15 
General Realty A 0.13Se 0.49Se Nil Nil 
Graham Paige ....... 1.6 0.35 0.9% d0.610c10 Nil Nil 2 "a 
Grt. Northern Iron Ore sewed 3.8 0.75 0.71 “0.54 1.50 1.00 22%2 9% 
Gulf, Mobile & Ohio RR... 1.9 d2.54 2.95 0.26 40.17 Nil Nil 2%% 
Hayes Mfg. “3.1 dO. 40Se -0.73Se 0.34Se  0.24Se Nil Ni 6% ~=—O% 
nec daeaciindid ve 2.9 1,00 0.36 d0.09Se9ONil,—is‘éWN) (a 2%Qtisi 
Inspiration Cons. Copper... 8. 0 1.06 1433 0.72Se9 1.00 1.00 21 7 
Interlake Brom sesssssssssessses 9.1 0.20 0.33 d0.41 —S«0.57Se9 = 25601 
Intl. Hydro-Electric iii def. 40.18 0.42 «0.06 0.37Se9 —Nil_=—Ni MM 
Laclede Ges ceccsssesescssoseee a _ NF 0.720e)2 «ON w25ti(ié‘wNC™ 
Lehigh Coal & Novigation. 2.0. 0.37 1.23 0.88 1. 26Nv11 “1.00 1.00 5% Wa 
Lehigh Valley Coal............. 40° a ea Nil 3M Oe 
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Current Pre-War WarYears Per Common Pre-Wor Years War Years 

ne ee Eee ees 1946 1945 "1946 1938-41 1942-45 1946 1947 
Lehigh Valley R.R............... 2.2 d0.08 1.28 6.25 0.09 Nil Nil 7% «1% 17¥2 2% 17% 62 8% 6% 
Libby, McNeill & Libby... 4.2  0.26Fe 0.90Fe 0.87Fe 0.93Fe $.50 $.60 10 3% 12¥2 4 15% 10 10% 9% 
Marine Midland ............... 0.66 0.83 0.85 0.95 .22Y2 4300072 112 2% W% 7% 82 7%, 
Mianl Copper... 42 059 1.34 1.37 @615e6 58 3.25 16% 4% 14% 5 18% 10% 18% 13% 
Minn-Moline Pwr. Impl... 2.4 0.520¢ 1.070c 0.560c 1.520c Nil Nil 8 1% 13% 1% 1958 82 12%2 9% 
Missouri-Kansas-Texas _...... “13 «d9<1200—«433s—«*d2zBCt*«SSS Nil =i 3% 16% & W% !s 8 8% 
Murray Corp. of America. 2.3 0.36Au 1.36Au 1.02Au d0.77Au.—s«.75tsié«‘WNTT “sé SO 212 4% 22 9% 15¥2 Wi, 
Nash-Kelvinator 2.7. dO.18Se 0.78Se 0.58Se 0.59Se .50 50 12% 3 25% 3% 25% 13 19% 14%, 
National Can .............. 88 0.05 0.10 1.00 dO0.59%Je6 Nil Nil 26% 3% 20% 3% 21% 92 13% 11% 
National Supply .................. 5.6 0.23 2.03 1.79 ®«©51.48 Nil Nil 23 4 24% 4 «2 Wh 15% 12% 
N. York Shipbullding........... 1.2 K3.28 7.33 K7.50 k4.45 3.00 1.50 p35 p4% P24 Pl25* P28% PI1/2 P26%/2 P20% 
North Amer. Aviation........ 3.6 1.71Se 2.70Se 2.28Se 1.16Se 1.00 1.00 29% 5% 15% 75% 165% 9% 10% 9% 
DR picaconcninne kite: See 1.05 1.34 1.49Je6 1.00 1.00 20/2 2 18/222 17% 0% 13% 10% 
ee nnn 8.68 0.06 0.02 0.03 0.22 Nil ON 7%™«W% 10 1% Wh 5 7 § 
NE ica teak a 2.0 0.08 0.24 0.08 0.09Se9 =.J5)—Ss—«CWNTSC ‘“éC 1% 12. 1% 12% 5% 7% 6 
Pon Americon Airways... 2.2 A0.35 A063 A062 00 evn 25-50) ATY2«(A2%~=—AI2% =A2%2 27.~—«dWN2—s«d4%_OWN 
Panhandle Prod. & Refg.... 1.7 0.09 0.43 0.78  d0.46Se9 .20 Nil 2 Ya 14% 1 14% 4% 9% 52 
Park Utah Mines.............-. 13.1 0.04 0.08 0.04 0.03 2.62% 1.05 4 1 5¥2 1% 7% 3%2 4a 3% 
Patino Mines cccceccce... 2.0. NF NF NF NF 10.10 14% 24% 13% 24% We 14 41% 
Pittsburgh Screw & Bolt... 3.9 0.38 0.58 0.54 0.81 40 .40 11% 3% 12% 3% 14 7% 9% 7a 
Pressed Steel Cor............. 1.9 40.33 1.97 0.89 0.61 1.00 .50 16% 4% 26% 5% 30 WW% 16 12% 
Radio Corp. of America. 2.4 0.39 0.50 0.59 0.56 (20 «20.2% 19% 222119 «9 10% 8% 
Radio-Keith-Orpheum .......... 2.8 d0.36 1.38 1.80 2.59Se9 Nil .90 3% 2 18% 2 28% 15% 15% 12% 
Republic Aviation .......... .. 15 40.55 2.22 1.92 0.44509 50 .25 7% 2% 185 2% 24% Th» %% 7% 
Republic Pictures ....... oieeseeees ft 2.0 ; new co. new co. eines B0.40 Nil Nil new co. new co. Ws 7 8% 612 
Richfield Oil . 40 0.79 0.91 0.74 1.12Se9 .75 80 12% 5 18% 65 20% 12% 16% 13% 
Savage Arms 6.6 A085 1.29 0.52 1.22 50 622 232s (i4ACO% «1BCOMH:SC*dN'NY2SCO 
Servel | 3.2 -'1.420¢ 0.830c 0.700c 0.670¢ 1.00 30 18% 412 24% 4% M% 12% 16% 135% 
Sheraton Corp. of Amer... .... ‘* new co. new co. new co. B0.40 Nil 15 new co. new co. W%e 7% 9% 7% 
Silver King Coalition M..... 9.5 0.25 0.09 0.03 —-d0.10 Nil = ON 9%” 12% «2% 145% 5% 6% 5¥2 
Sinclair OW) oo... . 42 0.66 «1.72.—«*0237 1.01Je6 1.00 1.00 10% 5 21% 45% 20% 15 16%2 15% 
Socony-Vacuum Oil . i. <a. oe 65 75 16% 7% 18% 6% 18% 13% 15% 14 
South Amer. Gold & Pt... 9.1 0.28 0.11 0.05 0.3259 .20 .20 2% 1% v2 5a 8% 4% 5Y% 4% 
Sparks Withington 2.1 d0.JOJe 0.75Je O0.85Je  0.22Je 20 2«ONil i 4%™—OT 12% V4 13% 52 Te 5% 
there sataaist 3.6 0.97 0.83 0.55 0.69Je6 = Nil_—(iséWNs16¥2— 3 23% 2% 39% 14% 17% 13% 
Standard Steel Springs...... 1.3  AQ.53 1.06 ‘1.20 1.08 .25 «50 ABV A2Y2 20% A4¥2 25. 11 17% 12% 
Stone & Webster....sscss0.. 2.2 0.59 1.02. 12.21 1.15Se9 1.00 1.25 17% 4% 24 423% «145% OTSti«éM 
ED ec 3.3 0.27 0.44 0.54 0.46Se9 .20 300 3% ~Ss«d% % 1% 4% 7% 9% Ih 
Sunshine Mining 5.2 1.93 0.62 0.54 0.35 40 40 14% 3% 235% 3% 24 10% 13% 11% 
Symington Gould 4.9 0.45 0.60 0.74 0.31 50 Nil 8% 35% 13% 3% 16% 7% 10% 7% 
Texas Gulf Producing........ 19 0.49.66 1.17 30 35 5% 2 10% 2 18 9% 14% 10% 
TrOMBOMerleD ooeeccseesceserneen 0.66 0.83 1.85 0.70Je6 =.75—S—(«CBCSTVgsC(s Me 11% 2 21% 13% 35% 13 
Tri-Continemtal ...sscsccscssenee .- 0.005 0.07 0.12 0.30 .20 30 4% 5% 10% % 12% 5% 7% 6% 
United Cigor-Whelan ........ 3.2 Ad0.37 A059 0.80 0.33Je6 Nil Nil... * 13 7% 17%s 6% 8% 62 
United Rexall Drug........... . 2.7 A048 A081 0.71 0.71Se9 Nil Nil A35@ Al% Al45%e A2% 18% 92 11% 9% 
1 TIRE 4.6 0.35 1.24 0.78 1.25 50 «50 10% 14% 3% 20% 9% 13%2 WW 
Webster Tobacco ............ 1.9 0.06 1.01 0.87 2.01 Nil Nil 4% OM% 16% 1% 16% 9/2 12% 94 
Willys 2.0 d0.47Se 1.16Se 1.14Se 0.08Se Ni ONT, 38%2 26% 1% 26% 9 ‘413% 9% 
PETS 3.6 0.780c 2.540c 1.640c 3.430¢ NU  .80 7% 2% 19% 35 21 12% 15% 13% 
Zonite Products ceececcssssssen 3.2 0.11 0.57 0.82 0.75Se9 .50—(i«wi%H_CC«*CN‘iM 12% 4 14% 9 10% 9% 





A—Adjusted NF—Not furnished. 





K—On combined stocks. P—On participating shares. 


B—Period 5/17/46 to 10/31/46. E—40 weeks to Oct. 26, 1946. 
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Photo by Press Assoc 


ne minute from snap to picture with Polaroid's new camera. 


By STANLEY DEVLIN 


_ AMPLE SPENDING MONEY at its disposal, 
the public is clicking cameras as never before, 
for in nearly every family in the land the snap shot 
album has become almost as much of a fixture as the 
bible. “Candids” of the family and friends from 
birth to old age, never to be forgotten scenes, are 
being registered daily in an increasing flood. Mo- 
tion pictures and color photography, both at home 
and in the movies, are expanding their allure. With 
better equipment, new processes and a wide range 
of expense, the amateur in every income bracket 
can now test his skill with everything from a minia- 
ture snap to an exhibition picture. In the semi- 
professional and professional fields, too, both stills 
and movies have been given new standards of per- 
fection. All of which enhances the outlook for 
leading producers of cameras and photographic 
supplies. 

This industry, however, is over sensitive to major 
swings in national prosperity, for sales and net 
earnings tend to drop sharply during periods when 
unemployment becomes extensive. Secular (long 
term) growth, on the other hand, has been strongly 
characteristic, becoming rather rapidly expressive 
during recovery years; thus an impressively stable 
dividend record has been achieved by the outstand- 
ing factor in the industry, Eastman Kodak Com- 
pany, although partially accounted for by its di- 
versified output in other fields such as plastics. Next 
largest in the industry is General Aniline & Film 
Corporation, which additionally does a substantial 
business in dyes. In point of sales, Bell and Howell, 
specialists in moving picture equipment, probably 
rate third. Aside from these, a number of concerns 
compete for the photographer’s dollars, some with 
cameras of special design and others with a wide 
variety of projectors, developing equipment and 
film. When it comes to this latter item, du Pont 
counts heavily, as might be expected. Consult any 
photographic magazine and a bewildering array of 
suppliers will be found advertising everything from 
cameras to chemicals, enlargers to light recorders, 


flash lamps to films. 
MARCH, 29. 1947 
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Photo by Bell & Howell Co. 
The Auto-Collimator test insures sharply focused pictures. 


Chief expense in manufacturing a camera centers 
in the lens, and in this special field several Ameri- 
can manufacturers have stolen a march on the Ger- 
mans during war years. Although for decades past, 
the reputation of German made lenses was acknowl- 
edged supreme all over the world, since Pear] Har- 
bor several of our domestic concerns, including 
Bausch & Lomb, have now taken away the laurels 
and are likely to keep them for a long time to come. 
But in discussing the photographic industry, few 
of these lens makers rationally should be taken into 
more than casual account, for their business is pre- 
ponderantly in the optical category, important as 
they may rate as parts suppliers to the camera pro- 
ducers. Under current conditions, domestic lens 
makers can supply anything from the lowest priced 
device to one which will help photograph a star so 
distant that its light must register with a hundred 
thousand times the efficiency possible with the human 
eye. Hence American cameras of complete domestic 
make are now unexcelled in the global arena, 
whether for amateur, professional or military use. 

Eastman Kodak Company 

On an appended table we have listed half a 
dozen concerns among many in a sizable industry. 
Up to date comparisons are difficult because a num- 
ber of them have delayed issuing reports for the 
full year 1946. In other respects, too, the various 
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Steadiness Indicator ac- 
curately tests motion 
picture projectors. 


businesses are so di- 
versified that no 
breakdown is_ possi- 
ble to unscramble the 
photographic end by 
itself. With such 
data as is available, 
though, we can dis- 
cuss the individual 
situations briefly ; we 
will start with East- 
man Kodak. This 
concern dominates 
the field by a wide 
margin, for many 
years past steadily 
building up its business all over the world. Com- 
bined advantages from a strong patent position, 
unexcelled reputation and an aggressive manage- 
ment have enabled the company to earn a total of 
more than $704 million dollars since 1902, of which 
about $512 million have been distributed to share- 
holders of preferred and common stock. In no year 
during this long period did the company fail to 
show a net profit or to pay dividends on its equity 
shares. Photographic equipment and supplies of 
every kind are included in the production schedules. 
During war years Eastman Kodak directed its en- 
tire attention to production of items essential to 
military purposes, but by spring of last year had 
fully reconverted and was well on the way for an 
expansion program involving outlays of some $80 
million. In recent years Eastman has gone in 
heavily for production of products using cellulose 
acetate as a base, through a completely owned sub- 
sidiary, Tennessee Eastman Corporation. Rayon 
yarns and staple fibers, as well as plastic moulding 
material, made by Tennessee, have contributed sub- 
stantially to the sales and profits reported by the 
parent concern, although to just what extent has 
not been revealed. 

Volume and net earnings of Eastman last year 
were by far the best of any peacetime year in its 
history, and during 1947 output will expand from 
new facilities for which $44 million were spent last 
year alone more than half of which went for Ten- 





Photo by Bell & Howell Co. 



























nessee Eastman, 
1946 sales topped 
$274 million, not far 
below the wartime 
peak of $303 million 
and compared with 
$130 million in 1940. 
In reporting net 
. earnings for last 
year of $35.6 mil- 
lion, equal to $14.26 
per share, the com- 
pany pointed out 
that had it not been 
for non - recurring 
tax reductions the 
showing would have 
been $12.67. Despite 
heavy outlays for 
plant expansion, working capital at the end of 
1946 stood at $114.8 million, which combined with 
1947 prospective earnings should be ample for all 
purposes, including $40 million for further ex- 
pansion. Profit margins have shown a rather steady 
downtrend since 1941, when the figure stood at 
28.5%. In 1946 this percentage was reduced to 
18.2, because of mounting costs, but recent price 
boosts may tend to reverse the trend henceforth, 
provided sales expand as expected. If general pros- 
perity continues to reign in the economy, the out- 
look for Eastman seems bright. The shares enjoy 
a distinct investment status, and when their market 
is broadened after the proposed 5 for 1 split and 
a recent price around 134 is reduced to a ratable 
level of under 50, there should be room for eventual 
appreciation. And for a stock of this high class a 
vield of better than 3% is not far out of line. 


General Aniline & Film Corporation 


No discussion of the photographic industry is 
possible without comments on this, the second rank- 
ing factor in the field. Prior to the war, the com- 
pany was controlled by the German I.G. Farben- 
industrie, but in 1942 it was seized by the Alien 
Enemy Custodian, where control still rests, althoug! 
the management is now 100% American. The only 
stock yet traded in consists of about 527,000 shares 
of Class A common, with transactions handled on 
an “over the counter” (Please turn to page 757) 
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| 
Photographic Industry Data 

Price- 

Earn- 

Sales (000 omitted) ————— ——Net Per Common Share—— Current Recent Dividend ings 

1939 1945 1946 1939 1945 1946 Dividend Price Yield Ratio 

Te Pil Ae RE ER Re hee $ 1,945 $ 10,116 $ 4,406 $ .10 $ .79 $ .05 Nil Soe | easton 140.0 

Bell & Howell Co. ........ estesssnsenesneenesess 4,880 21,931 12,000E 1.17 1.35 1.08Ap12 $ .5! 20 2.5% 18.6 

123,834 301,501 274,703 8.26 13.06 14.26 : 237 3.1 16.6 

| Fairchild Camera & Inst. ... 2,003 20,841 4,177Se9 1.25 1.38 def.26Se9 ’ 9 5.5 6.5 

| General Aniline & Film "'A"’ ........... 28,061 68,658 31,794Je6 5.38 5.32 3.39Je6 2.50 95 2.6 17,8 

Polaroid Corp. 761 16,752 4,366 def.11 1.00 def.98 Nil 50 ee 

* 12 months-to-date. E—Estimated. Ap12—For 12 months ended April! 30. Je6é—For 6 months ended June 30. sxe - 
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Tin container production is increasing rapidly. By summer, cans should be able to return 

































to the competitive battle with glass containers which enjoyed war born advantages 


HILE THEY DO NOT occupy completely happy 

operating, nor easy raw material situations, 
the two largest canning companies finally are able 
to place the adverse wartime conditions as far in 
the background as are other American industrial 
companies. The war period and the first full post- 
war year were pretty tough from the profit view- 
point; but this changed with the close of 1946 as 
government restrictions were largely removed and 
contracts terminated, allowing price increases to 
offset higher costs. Due to the long-term nature of 
contracts, most price adjustments could not begin 
to be made until 1947. 


Major Change in Outlook 


The tin plate supply position has not changed 
materially for the better as yet due to the shortage 
of sheet steel capacity available for production of 
adequate quantities of tin plate; but the outlook is 
promising as the summer months should witness in- 
creases in capacity. In the war years, due to the 
shortage, first of tin and then of tin plate, produc- 
tion was restricted. (The former was partially cor- 
rected by imports of Bolivian and Belgian Congo 
tin and construction with U. S. Government funds 
of the Longhorn smelter in Corpus Christie, 
Texas.) The largest portion of tin production re- 
quires the use of dredges, the tremendous size of 
which was indicated by a recent news item, “Long- 
est Towing Job,” the first of two dredges built at 
a cost of $2,000,000 each is being towed 13,000 
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miles from Tampa, Fla. to the Netherlands East 
Indies. The dredges will be used in connection with 
rehabilitation of mines wrecked by the Japs. 

The glass container industry, therefore im- 
proved its competitive position through gains while 
can production declined. Tin container output is 
now increasing rapidly, and later this year, when 
tin plate capacity becomes available, it doubtless 
will gain considerably further. The tin supply is 
short at the moment; but development of the elec- 
trolytic tin plating process, begun in 1943, has 
allowed reduction in tin requirements to 14 pound 
per base box from 114 pounds per base box used 
previously. In 1946, preliminary figures show, pro- 
duction by this method increased to 892,941 tons 
from 873,470 tons in 1945, while production by the 
hot dipped process decreased to 1,810,236 tons from 
1,954,013 tons in 1945. It is fortunate that con- 
tract price adjustments can be made in 1947 and 
next year as wage rates increased 1814 % after the 
steel strike early in 1946. Thus, higher wages were 
paid without price increases. 


Although tin plate, utilizing tin at the rate of 
14 pound per base box can-be used for canning of 
the majority of products, it is not suitable for acid 
foods or milk. However, an increased use of tin to 
34, pounds per base box is planned which will fur- 
ther increase production of the less expensive tin 
plate in place of that produced by the hop-dipped 
method. 


743 











Trend Toward 
Diversification 


Both companies en- 
joy diversification from 
the viewpoint of type 
of products that are 
put up in cans; but 
American began im- 
portantly to manufac- 
ture the fibre can in the 
1910-1920 decade of 
its long history,—dat- 
ing back to 1901. 
While this is a minor 
part of production it 
has been helpful in 
times of acute tin short- 
age. The fiber con- 
tainer has various 
forms and applications ; 
a typical example is the fibre salt package with its 
metal pouring spout to replace the now almost-for- 
gotten white cloth bag. Canco fibre milk container 
was another development which was introduced in 
1934 and has grown to more than a billion units 
annually. It recognized the need for a one-trip 
container and produces one in shape, structure and 
material that effects new economies in refrigeration, 
storage and weight, and has earned its way in off- 
setting cost in comparison with containers used 
many times without replacement. The tremendous 
scope of the tin canning business renders products 
other than tin relatively small. The company has, 
for example, only two of its 67 factories and ma- 
chine shops completely engaged in producing fibre 
cans and packages. 

Continental Can has expanded into the paper and 
fibre container field through acquisitions of estab- 





Tin cans are subjected to air pressure test 
to insure against possibility of leaks 








American Can 
December 31 
1940 1945 1946 

ASSETS (000 omitted) 

Cash $ 16,661 $ 19,299 $ 23,436 
Marketable securities ............ pei: 20,373 5,750 
Receivables, net Ss dal 14,332 12,642 
NN SN ae By a 49,207 56,743 51,882 
OY Fe EVs, MCORETA,. csccccisessessss.  Scseesese oy RS 
TOTAL CURRENT ASSETS...... 81,821 116,210 93,710 
Plant and equipment................ 183,382 211,850 234,220 
Less depreciation .................... 70,256 100,571 106,646 
Net property .....cccscccccee.-- 113,126 1NN,279—«*127,574 
Other assets debe SLE ® 3,486 4,327 4,585 
PDUALS PASSES: weccsccensecccisesseree $198,433 $231,816 $225,869 
LIABILITIES 

Accts. payable and accruals..$ 13,307 $ 18,643 $ 24,260 
Reserve for taxes .......0.0....... 9,940 12,175 5,261 
ES TDINT A ilsicsckssisessccesx © ~aesenivs 5,463 eee 
TOTAL CURRENT LIABILITIES 23,247 36,281 29,521 
Long term debt... 10,000 10,000 10,000 
Reserves ...... Sn | 8,301 8,632 
PED RBEK oo ocincceccsovosvenssonsese.... | NSS 41,233 41,233 
Gammon SIOCK ...sivscesseiesesesss 61,850 61,850 61,850 
Surplus RSIS A Paar RE ST 54,915 74,151 74,633 
TOTAL LIABILITIES .............. $198,433 $231,816 $225,869 
WORKING CAPITAL $ 58,574 $ 79,929 $ 64,189 
armeHt RANG. snicccisviesisssccesesess 3.5 3.2 3:2 
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lished companies as 
part of its expansion 
program inaugurated 
in 1942 and accelerated 
in 1943 and 1944, 
Also, it enlarged the 
paper division by 
building new plants. It 
entered the fibre drum 
business by acquisition, 
late in 1942, of The 
Container Co. of Van 
Wert, Ohio, manufac- 
turer of large fibre 
drums for chemical and 
other products, non- 
competitive with metal 
containers. In _ that 
year, it acquired 
Boothby Fibre Co. of 
Boston (paper contain- 
ers) and the paper can facilities of the Utica, N. Y. 
plant of Fonda Container Co. Further paper con- 
tainer manufacturers, acquired in 1944, included 
Keystone Drum Co.—fibre drums and Mono Serv- 
ice Co., Newark, N. J.—original firm in the paper 
cup field. In the same year an important purchase 
was the Reynolds Plastic Division of the Reynolds 
Spring Co., with a plant producing molded plastics 
at Cambridge, Ohio. The company, together with 
Vulcan Detinning Co. (in which interest of over 
44% of the preferred and common stock is held) 
has a substantial interest in Marco Chemicals, Inc. 
which is in the forefront of plastics developments. 
The most recent acquisition through exchange of 
stock, and one of the largest, was the Hummel- 
Ross Fibre Corp. under a plan, approved February 
4, 1947 by the latter company’s shareholders under 
which Continental will exchange 293,779 of its 
common shares for the outstanding 391,706 shares 
of Hummel-Ross Fibre, producer of Kraft liner- 
board that is used in the manufacture of fibre drums 
and barrels in the plants of The Container Co. 
another principal subsidiary. 





Photo by Continental Can 


Expansion and Acquisition Have Enlarged 
Continental 


Continental has further strengthened its position 
in the field of metal containers through acquisition, 
in 1944 of Owens-Illinois Can Co., which manufac- 
tures a number of lines of metal containers not 
previously made by the parent company. Construc- 
tion was started at the close of 1945 of a modern 
can plant at Sacramento, Cal. In 1946, arrange- 
ments were made with the New York Life Insurance 
Co. for financing in the amount of $10,000,000. 
The insurance company will purchase, at cost, land 
and buildings that Continental Can may acquire 
for plants and in turn lease them to Continental 
for a long term of years. The new Sacramento 
plant building, transferred in December 1946, was 
the first property to come under the terms of this 
agreement. Thus, enlargement of the company’s 
plant account last year does not tell the full story 
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of the company’s growth. It will be reflected in 
greater sales this year from both the new plant and 
plants of acquired companies. Although sales of 
Continental have not attained the volume of Ameri- 
can Can, the company has more plants than its big 
competitor and a larger number that are engaged 
in paper container manufacture. In its expansion 
drive which has involved a considerable degree of 
diversification, Continental more than doubled its 
sales from $101 million in 1940 to nearly $213 mil- 
lion in 1946, while sales of American Can increased 
only 30% in the same period to $258 million. The 
sales record would not be up to date unless it is 
stated that in 1946 those of Continental increased 
less than 314% and of American Can 614% 


Financial Strength Assured 

Two factors appear sufficient to attest to the 
very strong financial condition of Continental Can. 
(1) Study of the accompanying balance sheets re- 
veals that cash and marketable securities (U. 5S. 
governments, at cost) are in excess of total current 
liabilities. While inventories comparatively are 
somewhat high, this apparently was due to the di- 
versification program. At any rate the company 
charged against earnings last year, $1,200,000 for 
inventory price decline or other contingencies. (2) 
The high credit standing is demonstrated by the 
market in the preferred “stock around 107, yield- 
ing 814%. 

‘Earnings declined in the war period for reasons 
prev iously indicated. Moreover, the recovery in 
1944 was not sustained in 1945. In addition to the 
effects upon earnings of long-term contracts, con- 
solidation of acquired companies normally reduces 

earnings. Accordingly, it is gratifying that earn- 

ings increased to $1. 96 last year from $1.65 re- 
ported for the 12 months ended September 30, 
1946. Depreciation and depletion charges are con- 
sidered to be conservative. 

The financial condition of American Can leaves 
little to be desired from the viewpoint of strength. 
Further gratification may be gained from the fact 
that the interest rate on the $10,000,000 debentures, 
due 1951 (sold to the First National Bank in 1989 
at 234%) was reduced to 2% in 1941 and 154% 
in February 1946. The earnings record of Ameri- 
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‘an was not too favorable last year; but over the 
prewar years it was marked by stability and a fair 
growth trend, the latter shown by the upward 
trend from 1938 through 1941. Dividend return is 
now more satisfactory in a holding of American Can 
common than of Continental Can. However the 
balance of factors appear to favor Continental for 
investment funds. 

After the trying war period and increased costs 
last year against which prices to customers could 
not be fully adjusted, the canning companies now 
face some very promising years. Lifting of all gov- 
ernment restrictions in December 1946 on products 
and quantities of products that may be packed in 
metal cans has however, placed upon can manufac- 
turers the necessity to allocate production among 
their clients. Demand is no less than tremendous 
and the industry looks forward to the time, expected 
to be later this year, when sufficient steel capacity 
is available to adequately satisfy the increasing call 
for packing in metal containers. 








| Continental Can 
December 31 
1940 1945 1946 
ASSETS (000 omitted) 
Cash ...::.. $ 10,176 $ 10,760 $ 11,535 
Marketable secuities 10,115 10,025 
Receivables, net 20,052 21,205 14,525 
Inventories . 35,019 53,803 56,874 
Wa CIN ct asic. “YA. blll beneeee 1,200 
TOTAL CURRENT ASSETS 65,247 95,883 94,159 
Plant and equipment 84,024 118,840 132,476 
Less depreciatian 27,358 44,934 50,494 
Net property .... 56,666 73,906 81,982 
Other assets 8,573 7,878 7,713 
TOTAL ASSETS ...... $130,486 $177,667 $183,854 
LIABILITIES 
Debentures payable .. $ 718 $ 718 
Accts. payable and accruals..$ 4,208 11,051 14,966 
Reserve for taxes ~ 4,023 6,984 5,449 
Other current liabilities 175 e be te 
TOTAL CURRENT LIABILITIES 8,406 18,753 21,133 
Premium on sales of Debentures 719 656 617 
Long te-m debt 21,000 34,300 - 33,600 
eM oon. or case ds ease sccasn caceccocss 3,882 8,323 9,969 
Pfd. Stock ... : 20,000 15,000 15,000 
Common Stock ........... 57,079 57,157 57,249 
SUN US ves cateccccanriccevess wae 19,400 43,478 46,286 
TOTAL LIABILITIES . ... $130,486 $177,667 $183,854 
WORKING CAPITAL $ 56,841 $ 77,130 $ 73,026 
Current Ratio .......... a 7.7 5.1 4.4 
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for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MacGazineE oF WALL StrREET’s Index of Bond 
Prices showed the following changes for the 
period indicated : 


On On 
Mar.1 Mar. 15 
40 Domestic Corporates 117.4 1168 — 6 
10 High Grade Rails 113.9 1136 — 38 
10 Second Grade Rails 253.7 248.5 —5.3 
10 High Grade Utilities 98.7 98.7 0 
10 High Grade Industrial 100.7 100.7 0 
10 Foreign Governments 131.0 1818 4 8 


Except for Second Grade Rails, few changes in 
price worthy of comment occurred during the peri- 
od under review. The speculative downward pres- 
sure on stocks, caused by uncertainties in the foreign 


field in recent weeks, was quite naturally reflected 
by a corresponding dip in the secondary rail bonds. 
Ever since the first of the year when dismal railroad 
reports for 1946 began to pour in, and rail man- 
agements predicted further poor earnings in the 
offing, unless freight and passenger rates were 
raised, enthusiasm for the Second Grades has been 
decidedly lacking. 

For example, with New York, New Haven & 
Hartford officials out with estimates that a 1947 
deficit of $7.1 million was in sight, this road’s de- 
benture 4s of 1957 have sunk to a level around 17 
against a high of about 50 in 1946. And even since 
the beginning of the current year M.K.&T. ad- 
justment 5s due 1967 have slid off from a level of 
8214 down to 7114. Bonds such as these appear to 
be kicked around like so many foot- 




















































balls by the speculative element and 

MAGAZINE OF WALL STREET BOND INDEXES in a thin market such as now prevails 

AUG. 26, 1939 2100 oar fluctuate widely in line with the cur- 

ae, SNARE: rent news. Many of our readers may 
o ina” not realize that although weekly trans- 
¢ - AN\/ —_ actions in bonds on the New York 
< en | > Stock Exchange of late have been 
> ag m running at a level of around $18 mil- 
= An fron SN atm |e aan lion, offhand a substantial sum, this is 
w 10 FOREIGN GOVT . a rY\ 3 only a drop in the bucket compared 
° a m with the good old days. Indeed, one 
. mn OF anh sn, TOP at pa cite» ‘ 240 2 would look back for many decades to 
u aay pat setitin \ Oe alli. 2 find a time when trading in bonds was 
Se QO tet 5 I a > as dull and limited as under present 
wu 220 * day conditions. Just prior to the out- 
w Oia + ee sate 4 break of war, more than $200 million 
z enact ie a bonds changed hands in a week on the 
— os ial Big Board, and frequently during 
w ‘10 HIGH GRADE UTILITIES hostilities daily transactions totaled 
SPE TTURER ERO RELA SEES ee ee Oe ee more than a current showing for a 
° " JEMAMSJASONOUFMAMJ J AS ON D JFMAMS week. Large institutional investors 
45 1946 ee aie loaded with surplus funds not only 


are holding on tight to former pur- 
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chases of better grade issues but are avidly grab- 
bing the scant offerings of new issues as soon as 
they appear, often times absorbing entire issues 
which may never appear on the public markets at 
all. Hence private investors desirous of fortifying 
their portfolios with a portion of good sound bonds 
find a very limited supply from which to buy, and 
at that can expect a yield no better than that ac- 
ceptable by the most conservative big institutions. 
During the major decline in stock prices which 
has occurred since last May, some of the convertible 
preferreds with prices more or less attuned to those 
of their equities have softened in price, too, and are 
currently obtainable at prices rather closely based 
upon straight investment yields rather than on the 
conversion factor. In some instances the conversion 
privilege may now seem even far fetched in its po- 
tentials, although in others a possible return of a 
genuine bull market over the medium or longer term 
adds to opportunities for appreciation if an in- 
vestor has a good stock 





hands full with good business. Rated capacity of 
Pressed Steel Car, including its acquisition of 
Mount Vernon Car Mfg. Co. last summer, is well 
over 25,000 freight cars annually. While the busi- 
ness is characteristically cyclical and deficits oc- 
curred during the early 1930s and again in 1938-39, 
in other years the company has earned a comfort- 
able margin over preferred dividends for nearly 30 
years past. This senior issue is redeemable at 
$52.50 per share and convertible into 2 shares of 
common until January 1, 1956. When the com- 
mon in last year’s bull market soared to around 30, 
the preferred sold at a peak of 6314, but a recent 
price of 13 for the equity has temporarily, at least, 
minimized the value of the conversion privilege. 
While it will be recognized that the preferred does 
not rate as a prime investment issue, it has its good 
points, including an above average yield, and in 
time could develop once more interesting apprecia- 
tion potentials. 








of patience. As an in-_ ff 

vestment in selected 

convertible preferreds || 

may either provide a_ || 

sound outlet for funds, || ais Chalmers $3.25 

where bonds seem to || American Woo'en $4.00 

be too unfruitful, and || en, ye 

is . e eatrice oogs 2 

with yields somewhat Beneficial Ind'l Loan $3.25 

higher than obtainable Carvier $2.00 

a year ago, or in other a — $3.60 
7 ge He. ectric Boat $2.00 

cases furnish better General Mills $3.37!/, 

speculative opportuni- Gillette $5.00 

ties, we will discuss a_ |! 

few issues with merits 


Houdaille-Hershey $2.25 
Johns-Manville $3.50 
of both kinds. 


Minn-Honeywell $3.20 
Oliver $4.50 

Pure Oil $5.00 
PRESSED STEEL CAR a y ap $2.40 
COMPANY, INC., is- Wheeling Steel $5.00 


| 
| 
| 
sued in 1946, 85,955 || Worthington Pump $4.50 
| 
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Attractive Convertible Preferreds 


* Callable on and after September |, 1951. 
**At 113 from August |, 1947 to August |, 1948. 


|| UNITED AIR LINES, 


| |INC. has recently 
Recent Call Current financed itself very 
Price Price Yield } 


successfully through 


95 103 3.4%, j : 
$ $ i the medium of a 414 % 


88 105* 4.5 : 

120 «114** 3.3 «|| cumulative and con- 
105 = 106 32 || vertible preferred 
101 «107 | et ie i Aver a 
38 53 53 |} stock. Subscriptions by 
109 106+ 38.3 ||| common shareholders 
37 522 54 it absorbed all but a 


118 104 2.8 


106 ~—«105 47 minor portion of an of- 


51 52. 4.4 fering of 94,773 shares 
120 104 y A 
112 110 = 2.8 


since the books were 
closed the price has 
risen steadily to around 
110. At this level the 
yield is just over 4%. 
The shares are redeem- 
able at 107.50 and ac- 
crued dividends until 


105s: 104 43 
108 =: 105 4.6 
56 60 43 
54 57/. 4.6 
100 = 105 5.0 | 
9% 100 47 | 


| 
|} at $100 per share, and 
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January 1, 1949, at 





which was subscribed 
for by common stock- 
holders at 50 per share. At recent price around 
39 these shares yield 5.7%, a not unattractive 
basis, all things considered. This third largest pro- 
ducer of steel freight cars, to be sure, experienced 
tough sledding during the first three quarters of 
1946, due mostly to steel shortages and strikes, and 
with net earnings falling short of preferred divi- 
dends for the period to the extent of $6.81 per 
share. Despite this poor showing, the dividend has 
been paid regularly and prospects for 1947 are all 
on the bright side. On a volume of about $30 mil- 
lion in 1945, after payment of $2.5 million Excess 
Profits Taxes, the company earned an equivalent 
of $10.79 per share on its preferred, against an- 
nual needs of $2.25. As long ago as last summer it 
was reported that backlog orders equal to the full 
1945 volume had piled up and for several years to 
come it looks as if the car builders would have their 
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105 during the next 3 
years, 10214 between 1952 and 1957 and at 101 
thereafter. Prior to 1957 the preferred shares (par 
value $100) are convertible into 4 shares of com- 
mon, recently selling around 23, and _ protected 
against future dilution of the equity issue. As the 
price of the common shares at one time last year 
topped 54, it can be envisaged that the convertible 
preferred carries considerable speculative appeal 
aside from the income it produces, although it is 
already selling above its call price. United Air 
Lines last year, in marked contrast to most of its 
competitors, fared rather well as to net earnings, 
judging from reports of $1.08 million net achieved, 
thus covering the preferred dividend more than 
twice over. But compared with $4.3 million earned 
in 1945, the showing was not too bright. It seems 
that while revenues gained by 65%, operating ex- 
penses expanded to the (Please turn to page 758) 
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Whither? 


Up to this writing it can be said 
that the latest market downswing 
halted, in the nick of time, at 
just the right place by a margin 
of fractiens in both the industrial 
and rail averages. Which is to 
say that in neither were the mid- 
January reaction lows broken. 
Whether that will still be so by 
the time you read this column is 
something we cannot guess. As 
long as the last previous support 
levels are not broken by both 
averages, there is a sporting 
chance that the intermediate re- 
covery will be resumed. Should 
it work out that way, with both 
averages eventually bettering 
their February rally highs, a new 
bull market would definitely be 
signalled. On the other hand, 
violation of the January lows 
could be interpreted only as im- 
plying an intermediate decline, 


leaving the all-important bear- 
market lows of last autumn still 
to be tested. If the latter are 
broken, the bear trend will be in 
effect again, with final destination 
anybody’s guess. As long as they 
are not broken, bulls can hope 
and bears must keep their fingers 
crossed. Such is the way market 
possibilities shape up under Dow 
theory, which is simply a way of 
using trend reference points some- 
thing like irregularly placed sign- 
posts on a road. There are more 
sensitive methods, but the old Dow 
theory has its points—especially 
for the few skilled enough and flex- 
ible enough to anticipate it with 
fair success, without waiting for 
the major signals. These would not 
buy now. They would buy, given 
several weeks of extreme dullness 
above the previous lows, followed 
by any firming tendency. They 
would sell out if the market failed 
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| INCREASES SHOWN IN RECENT EARNINGS REPORTS 





American Cy id 
Corning Glass Works 
Distillers Corp.-Seagrams, Ltd............... 
General Foods 
Ingersoll Rand 
International Business Machines............ 
International Silver 
North American Company..............0000-. 
Philadelphia & Reading Coal & Iron...... 




















Latest Year 

Period Ago 
Year Dec. 31 $5.75 $1.79 
Year Dec. 31 2.92 2.02 
Year Dec. 31 1.00 86 
6 mos. Jan, 31 3.59 1.47 
Year Dec. 31 3.25 2.36 
Year Dec, 31 9.28 6.04 
Year Dec. 31 13.10 9.51 
Year Dec. 31 9.20 2.54 
Year Dec. 31 2.55 1.70 
Year Dec. 31 3.84 1.03 
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to better the February highs and 
then began to zig-zag down again, 
otherwise holding for a possible 
major long-term play. Now you 
know all about the market 
““weather”’. 


Low Confidence 


The outlook for oil company 
earnings this year was already 
very good, as we have noted here 
before. Now it is even better as a 
result of the boost of another 25 
cents a barrel in the average price 
of crude oil, effective throughout 
the industry excepting for por- 
tions of the West Coast area. This 
puts crude at the highest level 
since 1926, when it got as high 
as $2.13 a barrel against $1.95 
now. Allowing for a proportion- 
ate rise in refined products, and 
continuing strong demand, the 
1947 earnings of crude producers 
and integrated companies will 
probably average around a fourth 
larger than the record figures of 
last year. That oil stocks have 
not responded signifies that in- 
vestors by and large have scant 
confidence in the continuation of 
boom earnings for a really exten- 
ed period in any line. In relation 
to prevailing earnings, the lead- 
ing stocks are priced much more 
cheaply than at any time within 
the prewar period 1936-1939, in- 
cluding the depth of the 1937- 
1938 bear market. It is this col- 
umn’s belief that the earnings will 
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stay on a high plateau well beyond 
this year, and probably for at 
least several years, regardless of 
any general business adjustment. 
Perhaps investors will come 
around to this view in _ time. 
For the present, market action 
says there is probably no need 
for any hurry in buying oils, or 
anything else, regardless of how 
sound are the real values appar- 
ently offered. An _ unconfident 
market cannot get very far on 
the upside. 


Discounting 


In recent years the market has 
seemed to move more with the 
news, if not at times after the 
news, than it did in earlier times 
when bull markets ran most of 
their course while business was 
still poor and bear markets were 
far ahead of any downswing in 
earnings. We now begin to won- 
der whether the market may not 
be getting back to the old habits 
—that is, doing a more intelli- 
gent job of forecasting and dis- 
counting in advance. There is 
some tentative evidence which 
seemingly points that way. For 
example, the bull-market high is 
now nearly ten months behind, 
with business still booming. If 
economic activity and commodity 
price turn down some time in the 
second half year, the market will 
have signalled that change 
further in advance than on any 
previous occasion in some decades, 
proving even more strongly that 
market action itself is a more re- 
liable guide than any amount of 
abstract economic diagnosis can 
ever hope to be. 


Another Straw 


Another example of intelligent 
market discounting begins to be 
apparent in the retail trade 
stocks. These issues topped out 
last year well in advance of the 
general list. Month after montn 
they ignored the sensational trade 
figures and unprecedented earn- 
ings. But in recent weeks many 
of these stocks have shown above- 
average support, comfortably 
above their previous lows, in the 
face of dollar trade totals barely 
higher than a year ago and wide- 
spread knowledge that profit mar- 
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gins in most cases will be con- 
siderably lower this year. Profes- 
sional analysts have begun to 
swing back tentatively to a more 
favorable view of the group, part- 
ly on the basis of market resis- 
tance—although a more conclu- 
sive test over a longer interval 
could well be demanded by con- 
servative buyers—partly on the 
reasoning that selected issues look 
low even with full allowance for 
any probable shrinkage in profits 
over the next year or two. 


Case in Point 


Allied Stores may be cited as an 
individual case in point, inviting 
at least thoughtful consideration. 
The stock made its bear-market 
low in mid-January, well after the 
general list, but rallied over 25% 
(aided by inauguration of a $3 
dividend rate) and held the bulk 
of its recovery through the recent 
market slide. For over a month, 
its action has been better than 
the market. On sales of $361 mil- 
lion for the fiscal year ended 
January 31 the company earned 
over $9 a share. Around 38, the 
stock discounts the coming disap- 
pearance of much of those earn- 
ings. Sales could drop by one- 
third ($120 million) and profit 
margin could slide to 6%, from 
about 10% last year, and still 
leave net of around $4 a share, 
adequately covering the dividend. 
It would take a real depression, 
rather than a corrective business 
and price recession, to do that. 
Normal earnings in the vicinity 
ot $5 seem more likely over the 
next several years. The stock is 
reasonably priced even if earn- 
ings were only $4. 


Perspective 


We do not offer the above rea- 
soning on Allied Stores as an ar- 
gument for current purchases. 
Perhaps there will be plenty of 
time to consider it, or other well- 
situated consumer-goods stocks. 
But we are more inclined to look 
around for long-term buys in such 
stocks than in heavy-industry is- 
sues. They are relatively more 
deflated than the latter. More- 
over, retailing and many other 
consumer-goods lines have always 
been fundamentally “better busi- 
ness” and more stable than min- 
ing copper or making steel, ma- 
chinery, locomotives, automobiles, 
etc. 


Schenley 

This writer does not know 
whether the long and deep slide in 
Schenley is over, or about over. 
Its chart pattern looks tenta- 
tively that way. Like Allied 
Stores, this is another case of 
hugely abnormal earnings being 
worth practically nothing in the 
market another case of the 
whole question being what nor- 
mal, or average long-term, earn- 
ings might be in future. There is 
no way of getting at it specifical- 
ly. They will surely be well under 
the $13.58 a share earned in the 
last fiscal year, and which is like- 
ly to be pretty nearly matched in 
the current year. But they will 
not be as low as the $1.76 a share 
netted in a prewar year like 
1937. There will be a new and 
higher postwar “normal” for all 
aggressive, well - managed enter- 
prises. As a whiskey distiller, 
Schenley is much stronger than it 

(Please turn to page 760) 


















































DECLINES SHOWN IN RECENT EARNINGS REPORTS 

Latest Year 

Period Ago 

Climax Molybdenum Year Dec. 31 $1.01 $2.84 

Houdaille-Hershey Year Dec. 31 1.35 1.44 

International Cigar Machinery.............. Year Dec. 31 1.48 1.70 

Remington Arms Year Dec. 31 28 .33 

Safety Car Heating & Lighting.............. Year Dec. 31 4.08 5.60 

Studebaker Year Dec. 31 40 1.39 

Transamerica Year Dec. 31 1.57 1.85 

United Air Lines Year Dec. 31 54 2.34 
Wilcox Oil Year Dec. 31 81 1.15 | 

Yale & Towne Manufacturing.................. Year Dec. 31 2.12 3.30 
749 














The Personal Service Department of THz Macazine or Wacu Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 


of your broker. 


This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


addressed envelope. 


envelope. 


a a Wh = 


« Give all necessary facts, but be brief. 
+ Confine your requests to three listed securities at reasonable intervals. 
+ No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


- Special rates upon request for those requiring additional service. 





Container Corporation 
of America 


Please furnish report 
Corporation of America. 
G. J. F., Brooklyn, N. Y. 


Net profit of Container Cor- 
poration and its subsidiaries rose 
sharply in 1946 to $7,165,561 
after all charges, including $5,- 
370,000 provision for taxes and 
$600,000 for inventory and con- 
tingency reserve. The profit is 
equal to $7.23 a share on the 
990,474 capital shares outstand- 
ing and is in contrast to the $2,- 
026,103, or $2.59 a share on 
781,253 shares outstanding, 
earned in 1945 when $300,000 
was provided for a similar re- 
serve and $6,690,000 for taxes. 

Net sales in 1946 increased to 
$91,090,286 from the previous 
year’s volume of $74,138,191 
and $69,641,096 in 1944. 

Net working capital on Dec. 
31, 1946 increased to $13,080,- 
298 from $9,077,714 a year 
earlier. 

At annual meeting on April 9, 
stockholders will be asked to ap- 
prove an increase in authorized 
common stock from 1,000,000 to 
1,500,000 shares. Directors will 
recommend at the meeting that 
shareholders approve an author- 
ization to create a new preferred 
issue with a par value of $10,- 
000,000. It is contemplated that 
this stock will be sold in the near 


on Container 


750 


future, with the proceeds to be 
used as the needs arise. . 
Company is the leader in the 
paperboard products field. It 
manufactures and _ sells _liner- 
board, boxboard, corrugated 
shipping containers, folding car- 
tons and paperboard cans. A 
kraft pulp mill is operated in 
Florida; in addition seven other 
mills in various sections of the 


country engage in converting 
waste paper and_ strawboard. 
Dividend payments, including 


extras, totaled $3.40 a share in 
1946. 
Operations are expected to 


continue at a favorable rate in 
1947. 


Bigelow-Sanford Carpet Co. 


IT own 100 shares of Bigelow-Sanford 
common stock. Please advise prospects 
for company and whether I should hold 
on or sell the issue. 

L. M., Macon, Ga. 


Bigelow-Sanford is the largest 
rug and carpet manufacturer in 
the country; is also engaged in 
the spinning and dyeing of the 
worsted, woolen and cotton yarns 
used. 

Continued capacity demand 
for its products during 1947 was 
recently forecast by the presi- 
dent of the company. 

Sales for 1946 totaled $39,- 
222,359, compared with $34,- 
679,454 in 1945 when nine 


months were devoted to manu- 
facture of war materials, and 
with $39,251,161 in 1941, the 
last prewar year. 

Net profit for 1946 was $1,- 
248,095, equal after preferred 
dividends to $3.53 a common 
share, compared with $890,677, 
or $2.37 a common share in 1945. 

Dividend payments in 1946 
were $2.00 a share. Most recent 
dividend was $1.00 a share on 
March 1, 1947; previous divi- 
dend 50 cents a share on Dec. 2, 
1946. 

Balance sheet as of Dec. 31, 
1946 listed total current assets 
of $26,842,326; total current lia- 
bilities $3,423,334. Net current 
assets $23,418,992. 

The company plans extensive 
plant modernization with new 
machinery which is now on order 
and scheduled for delivery this 
year. To provide funds for 
modernization and additional 
working capital, the company 
borrowed $5,000,000 on a long 
term basis last August from three 
institutional lenders. 

There are 26,403 shares of 
6% cumulative preferred ($100. 
par value) and 308,609 shares 
of common stock outstanding. 

There is a substantial demand 
for carpets and rugs in the re- 
placement market, as well as de- 
mand created by construction of 
new homes. In addition, there is 
a backlog of business from hotels, 
theatres, stores and other types 
of public institutions. 

In view of favorable prospects, 
we recommend retention of the 
stock. 


Victor Chemical Works 


Please furnish information on Victor 
Chemical Works. 

A. G. G., Cincinnati, Ohio 

Large demand for phosphate 

compounds accounted for record 

sales in 1946 by Victor Chemical 

Works of $19,408,526. Sales 

(Please turn to page 757) 
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Keeping Adreaat af Judustricl 
¢ and Comnany News + 


- Lowering of prices must be started right away, declares the Department of 
Commerce, or many business managements may be faced with the need for more drastic 
cuts later on, when competition really becomes acute. If the Department is right, 
there are plenty of concerns who could well afford to start the ball rolling. 


Following the lead of the Ford Motor Company in announcing price cuts, the 
action of International ‘Harvestor Co. in promptly putting into effect a 20% reduc— 
tion on practically its entire line of farm equipment, was a bold move, and one likely 
to be followed by numerous farsighted business leaders. The case cited is sig— 
nificant in that the step had not been forced by competition as yet. 








Chairman Thomas E. Wilson, of Wilson & Co., meat packers, has warned his 
stockholders that the American people are backing away from high prices, but blames 
$30 dollar catle and $28 hogs for the trouble in his special field. He thinks the 
country would be much better off if the price of livestock could be lowered. In this 
he is right, in that cost-of-living items should lead the way to more stable levels. 





Cross currents appear to be creating diverse prospects for the Machine Tool 
Industry. Some producers of standard items report a lag in orders which has neces— 
sitated rather substantial reductions in schedules. But specialists which make 
"tailor made" equipment are enjoying record backlog orders and in some cases have 
been obliged to turn away would be customers. 





Among many branches of industry which broke all production records in 1946 
were the manufacturers of shoes. Total output for last year zoomed up to more than 
528 million pairs, highest for any year in the history of the industry. Factories in 
three New England States alone accounted for 35.2% of the national output. In terms 
of dollars, 1946 volume for the shoe industry rolled up to a record $1.58 billion. 





Phonograph record producers, too, turned out more discs last year than the 
most optimistic prophets had expected, the total rising for an all time mark of 275 
million. Between juke boxes and the children, this industry has set its 1947 sights 
on turning out as many as 400 million records to meet the insistent demand which a 
high level of national income has stimulated. 





With February sales of 272,927 units, the vacuum cleaner industry also has 
forged to the front with new records. Compared with the same month a year ago the 
percentage gain achieved was 126%, and unit sales in the shortest month of the year 
even topped those in the holiday month of December, 1946. 





3 James J. Newman, vice president of B. F. Goodrich Co., foresees excellent 
business assured to all branches of the rubber industry in 1947. Although the 1946 
output of tires was 88 million, 28 million more than in.1940, he thinks that during 
the current year production will expand to 89 million. 
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Car owners accustomed to buying nylons for their wives will soon experience 
@ new urge to buy all—nylon tires for their automobiles, if Goodyear Tire & Rubber Co. 
has its way. Claim is that their new Double Bagle tire, with six plys of nylon, will 
have 60% more strength than any. previous one made with cords. The newcomer will be = 
lighter in weight, too, though perhaps not on the purse. 











Outlook for the railway equipment industry has been further brightened by 
the announcement by the Association of American Railroads that they now plan to buy 











131,600 new freight cars during their current program. This will mean orders MO 
totalling about $650 million for the manufacturers, aside from locomotives and pas— furt 
Senger cars. And the steel companies are doing their part by attempting to supply fire 
material for 10,000 cars per month rather than 7,000 as at present. ai 
In order to stimulate search for additional oil reserves in the United States, TRI 
‘practically all of the major oil concerns within a few weeks past have raised prices — 
not only for crude but for many end products as well. Standard Oil of Indiana took et 
the first step with a 25 cents per barrel boost, and now what resembles a nationwide nig] 
rush to follow suit has set in. Apr 
To assure development of the Saudi Arabian oil concession, owned jointly by INE 

S. 0. of California and the Texas Co., but hopefully to be shared with Socony—Vacuum pate 
and S. 0. of N. J., a bank loan for $102 million has been reported negotiated. The ing 
two new aspirants for joint ownership are understood to have guaranteed the loan, only 
though not equally. 194 
savi 

A constructive step towards educating the public in business affairs has been ise 

taken by General Mills, Inc. All students of the University of Michigan are invited bus 
to a simulated stockholders meeting, where the company's operations for 1946 will be ” 
discussed on the basis of the annual report and all questions arising from the floor ceo 
will be answered. stre 
The Nation's January imports for consumption reached an all time record high 5 





in dollar valuation, the total amounting to $537 million, 34% above the relative 
figures for 1946. Crude materials and crude foodstuffs showed a combined gain of 
$62 million over the preceding month, but manufactured items dropped by $24.4 mil- 
lion. In the long run this divergence will have to be corrected. 






With the addition of 11 newcomers the roster of railroads providing charge 
facilities for ticket buyers has risen to 45 in all.~ Under this plan cards will be 
issued to prospective travellers, after formal establishment of necessary credit, 
and subscribers will be billed monthly for thir journeys. 










The Celanese Corporation has disclosed the completion of arrangements with 
_the government of British Columbia, Canada, for construction of a $15 million new 
plant. Celanese obtains a perpetual license on large timber lands, from which enough 
cellulose pulp to supply it with 50% of its needs can be obtained. The new plant's 
capacity will equal about 20% of the total cellulose industry production. 











The War Assets Administration is having a hard time in finding buyers for 
some of its war plants, apparently. A steel plant at Johnstown, Pa., which cost 
$4,650,000, may now go to the City for $381,000 perhaps, but WAA rejected its first 
bid of a flat $100. The prospective buyer will have to loosen up a bit, the Agency 
demands . 







Harlow H. Curtice, vice president of General Motors, forecasts a 3.5 million 
car output for the automotive industry in the current year, that is if materials 
shortages and labor turnover do not provide more trouble. Sheet steel scarcity will 
be the main barrier. Not until 1948 can most units in the industry hope to get really 
into their full stride. 
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SUMMARY 


MONEY AND CREDIT—Interest rates may harden 
further, though U. S$. Government bond prices remain 
firm. India bans imports of gold and silver; so price of 
foreign silver at New York slumps again. 


TRADE—January retail store sales 18% ahead of last 
year, with pment Be goods up 49% and non-durables 
12%. Margin of increase in department store sales 
should widen up to April 7; but, as Easter comes a fort- 
night earlier this year than last, the fortnight following 
April 7 will make a poor comparative showing. 


INDUSTRY—Business activity rebounds to within a 
small fraction of its all-time high. Leading manufactur- 
ing concerns earned last year, owing to major strikes, 
only 11.9% on net worth, compared with 12.4%, in 
1941 and 12.8%, in 1929. Backlog of orders for labor- 
saving, automatic machinery is at record high—a prom- 
ise of continued prosperity. There will be no important 
business recession in the U. S. A. until Europe gets back 
on her feet, which will not be in the near Ba 


COMMODITIES—President Truman's program to aid 
strategic sections of Europe, boosts commodity prices 
here. Wheat at new 30-year high. Farm income this 
year will about equal last year's. 
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Business Activity expanded about 2!/,% during 
the fortnight ended Mar. 8, to a level something more 
than 9% above last year at this time and only frac- 
tionally under its all-time high. 

a 


January Retail Store Sales were 18°/, ahead of the 
like month last year, with durable goods up 49% and 
non-durables 12°. Department Store Sales in the 
week ended Mar. 8 were only 9% above the like period 
a year earlier, compared with a cumulative rise of 13% 
for the year to date. The margin of increase over last 
year will probably widen from now on until April 6 and 
then drop sharply for a fortnight thereafter; since Easter 
comes two weeks earlier this year than last. 

“2 & 


The National City Bank finds that 840 leading manu- 
facturing concerns Earned an average of 11.9% On 
Net Worth last year, against only 9% in 1945. This 
compares with 12.4% in 1941, 10.8% in 1937 and 12.8%, 
in 1929. Largest rate of return on net worth last year, 
32.9°/,, was for beverage makers; while the lowest rate, 
6%, was for the strike-plagued electrical equipment and 
radio industry. 

* * * 

The Machine Tool Industry which, in reflecting de- 
mand for capital goods, serves as about the best single 
barometer of business activity, is signaling prosperity 
ahead; not depression. Its backlog of orders for auto- 
matic machinery has reached a new high record. The 

(Please turn to following page) 
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Wkor Wkor Year Pearl 
Date Month Month Ago Harbor PRESENT POSITICN AND OUTLOOK 

MILITARY EXPENDITURE (tf) $b | Mar. 12 0.34 0.44 0.74 0.43 (Continued from page 753) 
Cumulative from Mid-1940............. Mar. 12 351.0 350.7 330.6 14.3 new equipment will make it possible for manu- 

facturers to reduce profits and still maintain 

PEDERAL GROSS DEBT—$b Mar. 12 260.6 260.5 278.0 55.2 profits. Rising wages always lead to greater 

mechanization of industry, with resulting cost 

MONEY SUPPLY—Sb reductions that are passed along to the public. 
Demand Deposits—101 Cities........ Mar. 12 38.8 38.6 37.7 24.3 The incentive is profit. The result is that, in 
Currency in Circulation Mar. 12 28.3 28.3 27.9 10.7 this land of free enterprise, we pay the biggest 

wages and enjoy the highest standard of living 

BANK DEBITS—13-Week Avge. of any country in the world. 

New York City—$b............. Acvcocte A OAREL 2 7.41 7.41 7.47 3.92 * * * 
100 Other Cities—$b............ Mar. 12 9.66 9.65 8.12 5.57 The Edison Electric Institute reports that 
world production of Electric Power reached 

INCOME PAYMENTS—Sb (cd) Jan. 14.42 15.95 13.05 8.11 | 664 billion kilowatt-hours in 1944, Of this total, 
peeies & a ied}. Ae _- 9.12 9.38 8.18 5.56 | the U. S. A., with less than 7% of the world's 

ivi eee. n. . r : . o/ 

agp thaligtesecaes fhoas ie a a — eT scene cooeaeeliaaies 

Includ'g Govt. Payments (ag)....... Jan. 2.18 2.49 1.65 1.28 : 2 © te 
ss Canada, Switzerland and the United States, 

CIVILIAN EMPLOYMENT (cb) m | Feb. 55.5 55.4 51.2 52.6 about the only remaining strongholds of free 
Agricultural Employment (cb)... Feb. 69 6.5 69 8.9 enterprise, still remain prosperous in a world 

Employees, Manufacturing (Ib). | Jan. 15.0 15.0 13.2 13.8 where industrial production elsewhere has been 
Employees, Government (Ib)..... Jan. 5.2 5.4 5.5 4.6 so stifled by the cancer of Statism that peo- 

UNEMPLOYMENT (cb) m Feb. 2.5 2.4 2.7 3.4 ple are starving and begging the much berated, 

capitalistic U. S. A. for help. 

FACTORY EMPLOYMENT (ib4) Jan. 150 150 130 147 * * * 

Durable Goods oo... eee eee Jan. 173 172 144 175 Meanwhile the Communist Fifth Column is 
Non-Durable Goods ...................... Jan. 131° 132 19 123 screaming predictions of an approaching busi- 
FACTORY PAYROLLS (ib4) Dec. 300 292 226 198 ness depression here which, strange to relate, 
even conservative business interests have fallen 
®ACTORY HOURS & WAGES (Ib) for. Sen 
Way FAWN occ ccoiseessceee-s 0050 
naar stone. SO Gene aay Roe Bre hed =. There probably will be a Depression some- 
Weekly Wage ($) ........... Dec, 46.86 45.78 41.21 31.79 | time; but not until Europe gets back on her 
feet, which will Not be In the Near Future. 

PRICES—Wholesale (ib2) Mar. 8 148.7 146.4 108.2 92.2 Also, we're all destined to die sometime; but 
Retail (cdib) ........... pe 172.7 172.7 143.1 116.2 why befuddle our minds and paralyze our initia- 

tive now with worrying too far ahead! 

COST OF LIVING (Ib3) Jan. 153.1 153.3 129.9 110.2 hs 
Re Jan. 183.8 185.9 141.0 113.1 Interest Rates have been hardening slowly, 
Clething ........ ‘ats COR BAIN, Jan. 178.3 1765 149.7 113.8 | though U. S. Government bond prices have held 
SI ee ir ene eee Jan. 108.8 108.8 108.3 107.8 steady this year under Government support, and 

it is a fair guess that the uptrend in interest 

RETAIL TRADE $b rates has not ended. The New York Stock Ex- 
Retail Store Seles (cd).............. Jan. 7.87 10.28 6.70 4.72 | change reports that the average yield on 798 

Durable Goods .........ssccseseesee Jan 1.63 2.05 AL 1.14 | dividend-paying listed stocks at last year's close 

aoe ames tahoe tees Ry ree ~~ 6.24 6.23 a pap was 4.8%, compared with only 3.6% at the 

ep't Store Sales (mrb) .............. an, 0.58 1.21 0.5 ; : 2 

Retail Sales Credit, End Mo. (rb2) | Jan. 432 459 288 5.46 en coc ene ipa ea Rt 
yields have been rising. 

MANUFACTURERS’ eee 
New Orders (cd2)—Total ........... Jan 241 236 188 181 2 ¢ eA 

Durable Goods ........cccccscsscese sneses Jan 268 263 176 221 Many States of the Union and their munici- 

Non-Durable Good Jan 224 221 196 157 palities are planning large Bond Issues to 

go — pareoreoieneeactes Jan 273 og we 184 finance wage increases and lavish soldiers’ bonus 
eckeubi Seok | Jon 257 -266~«=«198.~—=«ts@—«(| Payments. And now a new competitor, the 

World Bank, rises upon the horizon to bid for 

capital funds in a market already well filled 

BUSINESS INVENTORIES, End Mo. with offerings of government and corporate 
Total (cd)—$b Dec. 34.9 35.2 26.4 26.7 iti 

Manufacturers’ Dec. 20.2 ae Ge er 

Wholesalers’ Dec. 5.9 5.7 4.3 4.3 

eee ee Dec. 8.8 9.6 5.8 Va Mr. Eccles has asked Congress to grant the 
Dept. Store Stocks (mrb)............... Dec. 1.9 2.2 1. 1.4 Federal Reserve Board more authority to regu- 
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Latest Previous Pre- 
Wkor Wk.or Year Pear! PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—i—pc Mar. 8 162.0 162.5 151.3 141.8 
(DA, We Sam bamtngpaaacsssscscoscesee-ssnee Mar. 8 178.9 177.8 164.1 146.5 | late short term interest rates; but the Treasury 
INDUSTRIAL PROD. (rb)—l—anp | Jan. 188 18! 160 174 pe me: femeliten: at: 0 ane See 
Mining Jan. 145 136 141 133 anagement Policy until the budget has been 
Durable Goods, Mfr. .......ssssceseee: Jan, 220 210 166 215 enacted and the commodity price trend be- 
Non-Durable Goods, Mft................. Jan. 177 173 161 141 comes clearer. Should prices decline and the 
CARLOADINGS—t—Total hes: 8 806 850 786 833 budget indicate a substantial surplus permitting 
adhesin: & Winco... | ser. t 365 391 349 379 further cash redemptions of short term obliga- 
Mdse. L. C. L. Mar.8 122 124 122 156 tions, the Treasury may issue only short term 
Grain Mar. 8 5! 57 47 43 certificates for refunding purposes. Otherwise, 
ELEC. POWER Output (Kw.H.)m | Mar. 8 4,787 4,797 3,953 3,267 long term Goverment bends: hensing.o Signe 
interest rate, may be offered to non-bank in- 
ge tohwnte a _ m Tt an a a pg vestors in order to reduce deposits and there- 
u ve ir BM. C cccccccccee.-coceee ar. ° ° ° . 
Siecle, Gad ide yo 49.1 47.1 46.5 61.8 by help to check a further inflationary rise in 
prices. 
PETROLEUM—(bbis.) m << 
Crude Output, Daily...................0... Mar. 8 4.8 4.8 4.4 4.1 ‘ 
Gesoline Stocks Mar. 8 106 1061058 ens See Se 
Fuel Oil Stocks Mar. 8 44 45 38 94 duction before tax reduction: since a third of 
Heating Oi Stocks Mar. 8 37 38 26 55 the — ~— = of $258 ae is 
now payable in less than five years and it is 
UMBER, Prod. (bd. ft.) m Mar. 8 459 437 396 632 becoming progressively more difficult to sell 
Stocks, End. Mo. (bd. ft.) b......... Jan. 4.3 4.5 3.5 12.6 low interest, short term securities to private in- 
STEEL INGOT PROD. (st.) m aay 6.43 7.23 1.39 6.96 | vestors. To tempt investors with long term 
Cumulative from Jen. |................ Feb. 13.7 7.23 5.26 74.7 bonds for redeeming short term obligations 
would cost the Government more than twice as 
ec — —_ . much as short term borrowing. Interest pay- 
Fs pinion fs ,; a a Fe bt oun alee ments already come to $5 billion year, a sum 
STIVe TOM VEN. b....... reserenensees : ' : which, after all, amounts to only 2!/4% of the 
MISCELLANEOUS national gross product. From this angle, the 
Paperboard, New Orders (st)t...... Mar. 8 237 193 178 165 National Debt Is Not Topheavy. Meanwhile 
Cigarettes, Domestic Sales—b...... Jan. 28.5 22.7 25.2 17.1 cash receipts are running much farther ahead 
#Do., Cigars im oon... eeeceseeseececeene Jan. 510 466 469 543 of expenditures than anticipated, which has 
Do., Mfd. Tobacco (Ibs. i... Jan. 20.1 17.6 20.8 27.6 permitted a further $1.5 billion cash redemption 
Whiskey, Dom. Sales (tax gals.)m | Jan. 5.9 5.8 5.9 8.1 of Treasury certificates on April | 
Do., Stocks, End Mov..sccsccsscsune Jan. 408 391 350 506 vais 
ag—Agriculture Dep't. b—Billions. cbh—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 


cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 


1935-9—100. Ib—Labor Bureau. 


Ib2—Labor Bureau, 


1926—100. 


en—Engineering News-Record. 
lb3—Labor Bureau, 1935-9—100. 


|\—Seasonably adjusted Index. 
lb4—Labor Bureau, 1939—100. H—iong 

















tons, m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. ap— 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instal- 
ment and Charge accounts. st—Short tons. t—Thousands. tf—Treatury and Reconstruction Finance Corp. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1947 Indexes —————— (Nov. 14, 1936, Cl.—100) High Low Mar. 8 Mar. 15 
Issues (1925) Cl—100) High Low Mar.8 Mar. 15 | 100 HIGH PRICED STOCKS... 89.87 81.58 83.41 81.58 
304 COMBINED AVERAGE .... 148.8 132.5 135.8 132.5 100 LOW PRICED STOCKS.... 183.14 158.08 163.48 158.96 
4 Agricultural Implements ... 188.0 159.2 172.8 163.8 6 Investment Trusts . 62.8 54.2 55.5 54.2b 
Il Aircraft (1927 Cl—100) .... 167.1 151.1 = 153.3 152.4 3 Liquor — hemioues 933.6 7468 783.1  746.8b 
6 Air Lines (1934 Cl—100).. 628.2 545.7 568.6 574.6 8 Machinery . cesses 159.4 = 140.7 143.8 140.7 
6 Amusement ooo... cccecccccceceon 146.0 1249 132.1 124.9b 3 Mail Order oo... 1295 108 113.5 110.8b 
14 Automobile Accessories ...... 237.4 198.7 2088 202.1 3 Meat Packing ............. 108.7 102.6 =-:103.8 = 102.6 
i... ern 42.8 34.7 37.8 36.8 13 Metals, non-Ferrous ..... 196.7 174.3 =180.4 ~=—:174.3b 
3 Baking (1926 Cl—100)........ 24.1 22.2 22.8 22.7 A EO 36.1 37.4 36.1 
3 Business Machines ................ 301.6 269.8 271.8 269.8 23 Petroleum 0... 19ND 176.20 177.9 1775 
2 Bus Lines (1926 Cl.—100).. 175.0 150.5 158.6 150.5 20 Public Utilities .... . 1343 1208 125.6 120.8 
OMI oss cicssecssecchsanee 245.6 2184 236.0 2343 5 Radio (1927 Cl—100)..... 23.2 18.9 21.1 19.4 
2 Coal Mining oo... occ. 20.1 17.3 18.0 17.3b 8 Railroad seninanil ae 80.6 69.6 72.3 69.8 
4 Communication 0.0.0... 58.3 49.6 50.7 49.6d | 23 Railroads ........ 27.2 22.6 23.5 22.8 
13 ‘Construction «c.c.ccoiccscecsseesersee 66.5 58.3 60.5 58.3 3 Realty ........ 32.0 25.6 29.3 28.8 
TU CITEANIBES 202 hs scettgicssees dees 371.5 332.4 342.6 332.4 y LEC CO Sa ae 114.4 104.0 108.1 105.1 
S Copper & Brass: ........0:05..0.550s 113.9 105.8 109.7 106.9 De SOMNY CORMIER snc cnc sscictscnasans: . 559.0 482.7 511.7 490.5 
2 Dairy Products ............ccee 69.7 59.0 60.2 59.6 13 Steel & Iron evr (cl 108.7 110.5 108.9 
5 Department Stores .............. 78.6 70.2 72.0 70.4 3 Sugar ...:.. 68.2 61.8 62.5 61.8b 
5 Drugs & Toilet Articles........ 223.2 193.2 195.6 193.2b Me SPAM soos ccocani yan vactaraazsazatas 253.8 236.3 245.5 236.3b 
2 Finance Companies ............ 255.8 221.4 231.1 221.4 3 Textiles ......... 128.5 104.8 117.0 115.1 
TEGO BERGE: occfececssccsiscidscseses 190.4 175.7 180.2 175.7b 3 Tires & Rubber PAI Pee 41.4 36.6 37.8 36.7 
2D Bead Stacee ..ceice iste nccsis 73.3 68.5 71.0 70.6 GU OEIRE ON cee. c ac ccescsisvanc cutee 87.4 76.7 78.0 76.7 
Sri ML ccs esc stsessscetcasetsheens 93.9 82.5 84.1 82.5 2 Variety Stores .......... . 342.8 310.2 322.6 315.3 
3) Gola Mining: .o.2.5...sescsec00.s 882.7 760.6 838.4 809.4 19 Unclass. (1946 Cl.—100).. 108.5 96.1 99.0 96.1 
New LOW since: b—1945; d—1943. 
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Trend of Commodities 


































Commodity prices, spot and futures, zoomed to new ly responsible for the recent reaction in common stocks. 
altitudes during the past fortnight under reports of short The International Food Council and the Food and Agri- 
crops in Europe and consequent expectency that foreign cultural Organization (FAO) of the UN agree in predicting 
demand will be abnormally heavy for at least another that world grain supplies will remain tight until the 1948 — were 
ear. The Government is obliged to bid progressively harvest. F. A. O. points out, however, that when Europe's — $16, 
igher on flour for export, which partly, but not wholly, farms do get back to normal production, the four major N 
explains why the Labor Bureau's index of wholesale prices wheat exporting nations—the United States, Canada, Aus- — taxe 
for 12 representative foodstuffs has advanced 42°; within tralia and Argentina—will find themselves with a combined FF 658, 
the past six months, compared with a rise of only 17% productive capacity of 1.8 billion bushels, of which about 
for its index of 7 farm products. Upon the Government's 0.6 billion bushels will be surplus available for export, an § 963 
request, commodity exchanges have raised margins sharply increase of about a third over the five-year prewar aver- 
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on futures trades. Shifting of trading interest from the age. The B. A. E. predicts that prices may average lower Illin 
stock market into commodities appears to have been part- during the second half year than in the first half. aan 

‘1 ho: 
a WHOLESALE COMMODITY PRICES A 
! 190 . 
| drin 
ALL COMMODITIES ; the | 
160 D 175 n C 
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: As f a rT 
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60 it Bees ee ee ios tame oe We ET | oofe=pompe“fe*] | | = ay gre 
1920 1925 1930 1935 1940 1945 1946 947 STsTTT ‘ 
: ; 1945 1946 1947 rod 
C 
000 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES pre 
Spot Market Prices — August 1939, equal 100 com 

Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 anc: 

Mar. 15 Ago Ago Ago Ago Ago 1941 Mar. 15 Ago Ago Ago Ago Ago 194! rep 
28 Basic Commodities ........ 337.9 322.9 310.9 299.9 238.8 189.9 156.9 7 Domestic Agriculture .... 351.4 340.6 318.1 316.9 290.3 238.0 163.9 435 
11 Import Commodities .... 293.3 289.7 293.3 289.1 219.2 170.7 157.5 LZR COMETS, siseccsccveecescccee 420.4 403.0 379.9 363.7 294.0 216.4 169.2 401 
17 Domestic Commodities.. 371.1 346.3 330.3 307.1 252.4 203.5 156.6 16 Raw Industrials .............. 286.5 273.1 267.3 259.2 204.1 172.0 148.2 934 

RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX R.. 
OEC. JAN. FEB. MAR. €¢. AN. FEB. MAR. y 
150 140 0 : sha 
DOW-JONES 
COMMODITIES INDEX so 
NE OF / outl 
ito WALL street. !NDEX 130 a 
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Fam i cen 
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ee a Va whi 
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wal 
nev 
. bin 
14 Raw Materials, 1923-5 Average equals 109 Average 1924-26 equals 100 sur 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 : 
1947 1946 1945 1943. 1941 1939 1938 1937 1947 1946 1945 1943 1941 1939 1938 1937 sp! 
High .......... 144.2 128.8 95.8 92.9 85.7 783 65.8 93.8 High ......... 134.08 127.07 106.41 96.57 84.60 64.67 54.95 82.4 ly 
RR i eccdsrisoee 1264 95.8 93.6 89.3 74.3 61.6 57.5 64.7 Low ooo. 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 tio 
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Answers to Inquiries 
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were 17 per cent ahead of the 
$16,547,880 sales in 1945. 

Net profit for the year, after 
taxes and reserves, was $2,114,- 
658, equal to $2.65 a common 
share, compared with $1,128,- 
263, or $1.51 a share in 1945. 

Business was incorporated in 
Illinois in February 1902. Com- 
pany manufactures elemental 
phosphorous, phosphoric acid 
and phosphates for food, soft 
drink, drug, soap, plastics and 
the metal trades. 

Company is planning further 
expansion. A new phosphorous 
plant near Tarpon Springs, Fla., 
to be completed Sept. Ist, is ex- 
pected to increase the company’s 
productive capacity by 35 per 
cent, but additional capacity will 
be needed according to the presi- 
dent. The food industry is the 
company’s largest customer but 
a non-scratching dentifrice in- 
gredient was the largest selling 
item in 1946. Several new phos- 
phorous compounds have shown 
great promise as insecticides and 
rodenticides. 

Capitalization consists of 40,- 
000 shares of 314% cumulative 
preferred and 749,000 shares of 
common stock outstanding. Bal- 
ance sheet as of Dec. 31, 1946 
reported current assets $8,347,- 
735, current liabilities $1,391,- 
401. Net current assets $6,956,- 
334, 

Dividend payments in 1946 
amounted to $1.60 a common 
share. 


Elgin National Watch Co. 


Please advise earnings, dividend and 
outlook for Elgin National Watch Co. 
M. B., Mexico City, Mexico 
Elgin National Watch Co. re- 
cently announced production of 
a new alloy watch mainspring, 
which they claim is the greatest 
advance in watchmaking since 
the fabrication of jewels into 
watch bearings in 1704. The 
new alloy, known as elgiloy, com- 
bines eight chemical elements. It 
surpasses carbon steel, the main- 
spring material now in practical- 
ly universal use in every func- 
tional respect, according to tests. 
1947 
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Company said they expect the 
new alloy to improve their trade 
position and_ eventually the 
American watchmaking industry 
in competition with Swiss watch- 
makers. 

Elgin reported net income for 
1946 of $1,430,763 after all 
charges and taxes, equal to $1.79 
a share, compared with net in- 
come of $1,050,562, or $1.32 a 
share for 1945. Net sales for 
1946 amounted to $17,688,953, 
against $20,675,921 for the pre- 
vious year. Dividends in 1946 
amounted to 57%c a share. 
Earnings are based on 800,000 
capital shares now outstanding. 
The stock was split 2-for-1 in 
March 1946. 

Company was incorporated in 
Illinois in 1864. Manufactures 
watch movements and_ other 
watch parts. Also produces 8- 
day clocks and aircraft instru- 
ments and miscellaneous pre- 
cision products. 


Balance sheet as of Dec. 31,, 


1946 listed current assets $16,- 
646,113, current liabilities $3,- 
501,367. Company states that 
wages and costs of all materials 
have advanced far beyond the 
modest increases of approximate- 
ly 12% added to their prices 
since 1942. Through increased 
efficiency and increased produc- 
tion, they hope to maintain pres- 
ent prices. Demand for watches 
continues at a high level. 





Photographic Companies in 
New Growth Era 
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basis. These shares participate 
with the Government owned Class 
B shares in earnings on a rela- 
tive 10 to 1 basis as to dividends 
but with equal voting privileges. 
Almost a year ago Washington 
announced that it would invite 
bids for its shareholdings but 
nothing as yet has developed. In 
due course, however, this matter 
will be settled and the shares of 
this well established concern may 
achieve a new status. 

The company is one of the 
leading producers of coal tar 
dyes and related items, besides 
the activities of its well-known 
Ansco and Ozalid Divisions. Pho- 
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SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of inter- 
est to our fellow Americans. This is 
number 162 of a series. 


SCHENLEY DISTILLERS CORP. 





“Higher Lesson” 


By MARK MERIT 





Nicely framed and hanging on 
the office wall of one of our col- 
leagues here at Schenley is a re- 
print of a reply bearing the cap- 
tion, “Higher Lesson”, written by 
Charles Dickens to a London lady. 
The lady had objected to “the 
warm stuff in the jug at Bob 
Cratchit’s Christmas dinner”, in 
“Christmas Carol”. We’re going to 
quote a few sentences because 
among our readers there are, no 
doubt, many who have received 
much enjoyment from reading 
Dickens. This is what he wrote: 

“I cannot, with such perceptions 
as I have of what is reasonable, go 
along with those excellent persons 
in confounding the use of anything 
with its abuse, or in denying any 
man the cheerful enjoyment of a 
glass of wine, or beer, or spirits and 
water, because his neighbor is 
prone to make a beast of himself 
by irrational excess in those things 
... I have no doubt whatever that 
the warm stuff in the jug at Bob 
Cratchit’s Christmas dinner had a 
very pleasant effect on the simple 
party . . . Dear madam, there are 
two sides to this question. If I were 
so disposed I could show, I believe, 
where and how the [prohibition] 
of the use of these refreshments 
leads to their abuse in a striking 
manner. But I would endeavor, in 
my poor way, to teach the people. 
to use such goods of life cheer- 
fully and thankfully, and not to 
abuse them. I am not sure but 
this is the higher lesson, and that 
the principle will last the longer 
in the latter ages of the world.” 


Apropos of which, we, at Schen- 
ley — and, almost unquestionably, 
every other lawful distiller in 
America favor moderation in the 
use of all types of alcoholic beve- 
rages. We have said this before 

. and it is worth saying again. 


FREE — 96-PAGE BOOK —Send a post- 
card or letter to MARK MERIT OP 
SCHENLEY DISTILLERS CORP., Dept. 15A, 
850 Fifth Ave., N. Y. 1, and you will re- 
ceive a 96-page book containing reprints 
of earlier articles on various subjects. 
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‘tographic equipment and supplies 
of every kind are made, not to 
mention a broad line of sensitized 
paper. The business has been con- 
sistently profitable since 1931, 
even in depression years. While 
the annual report for 1946 has 
not yet appeared, sales of $31.7 
million were reported for the first 
half year, with net earnings equal 
to $3.39 per share on the class A 
common. Beginning with 1934, 
dividends averaged about $3 per 
share through 1941, but were 
omitted during reorganization in 
1942 and 1943. In 1945 $6 per 
share was paid, partly in cash 
and part in stock. While $2.50 
in cash or optional stock was 
distributed in 1946, no action 
was taken in December as to divi- 
dends because of $6.5 million 
spent on plant extensions during 
1946, although working capital 
at the beginning of last year was 
at a peak of $42 million. The suc- 
cess achieved by the management 
of General Aniline since they took 


over from the Nazis speaks well | 


for the future of this concern, 
although until its readjustment is 
complete, its shares must be con- 
sidered highly speculative. 
Bell & Howell Company 

High quality precision-made 
moving picture equipment is the 
specialty of this well entrenched 
old concern. Cameras, projection 
and sound apparatus are sup- 
plied to the most exacting movie 
producers as well as to amateurs. 
Sales are made direct to the pro- 
fessionals and the public is served 
through dealers all over the 
world. Revenues are enhanced 
through rentals of films distrib- 
uted by the company’s Filmsound 
Library. During war years Bell 
& Howell held military contracts 
for nearly $100 million military 
items, and sales topped $40 mil- 
lion in both 1944 and 1945, 
while relative net per share in 
these two came to $1.36 and 
$1.29 respectively. For more than 
a decade past, the business has 
been profitable and rather stable, 
although results for 1946 have 
not yet been disclosed. Opera- 
tions early last year were ham- 
pered by a shortage of small 
motors, and it is thought that 
volume for the year dipped to 
around $12 million, resulting in 
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at best slim earnings. But it is 
reported that backlog orders at 
end of 1946 totaled $25 million 
against $7 million a year earlier. 
As during last year the company 
bought from the Government a 
$2.5 million modern plant it had 
operated during war, its position 
is improved for doing a large 
business in the current year. Due 
to tax relief and freedom to estab- 
lish prices, earnings in 1947 
should be satisfactory and the 
modest dividend appears secure, 
but the shares must be regarded 
as speculative. 


Polaroid Corporation 


This manufacturer of light- 
polarizing material has _ been 
making headline news of late 
through its announcement of an 
entirely new method of taking 
photographs. Claim is that the 
company will soon be offering a 
camera from which a completely 
finished picture will emerge with- 
in a minute after being snapped. 
By the addition of an extra roll 
the negative is pressed against 
specially prepared paper, a small 
container of chemicals is broken, 
and out comes the picture prac- 
tically dry. As the extra cost of 
production is theoretically small, 
the potentials for this camera 
carry a lot of speculative allure, 
for if successful it will indeed 
give the camera industry some- 
thing to think about. One handi- 
cap, however, may prove difficult 
in that only one picture rather 
than an indefinite number can be 
produced from the same neg- 
ative, although the picture 
itself Gan be re-photographed. 
Skeptics in the trade also claim 
that quality of the picture pro- 
duced will be limited by the auto- 
matic treatment accorded. Polar- 
oid Corporation itself was incor- 
porated only about ten years ago 
and its sales had risen from 
$195,000 in 1938 to $16.7 million 
by the end of 1945. In that year 
the company was recapitalized 
with 18,000 shares of $50 par 
Ist preferred and 7,000 shares 
of $5 par 2nd preferred. 404,375 
shares of $1 par common are out- 
standing, on which no dividends 
as yet have been paid. In 1945 
net per share was reported at 96 
cents for the common, and in 
1946 a deficit equal to 98 cents 


per share occurred. Trading in 
this highly speculative issue is 
confined to “Over the counter.” 





Opportunities for Income 
and Price Appreciation 





(Continued from page 747) q 


extent of 97%, and 1947 re- 
versal of the trend may be slow, 
at least during the first half. Ex- 
penses have soared out of all 
proportion to revenues as the 
number of new planes arriving 
on the scene have heightened 
competition, and tended to les- 
sen the number of passengers 
carried by each one. But United 
Airlines enjoys a strategic advan- 
tage in supplying through routes 
from all big cities on the Atlantic 
Coast. to all those on the Pacific 
from Los Angeles to Vancouver. 
Where to date the company has 
been wholly reliant on 113 planes 
owned or leased, and in the main 
relatively expensive to operate, it 
now will soon have at its dis- 
posal 35 Douglas DC 6s, 7 Boe- 
ing Stratocruisers and 50 new 
Martin 303s, all of the most 
modern construction. The com- 
pany’s entire postwar program 
involves total outlays of more 
than $85 million. The big ques- 
tion, of course, is whether or not 
revenues from passengers and 
freight in near term years will 
suffice to meet operating ex- 
penses, including heavy charges 
for depreciation, and after taxes 
leave a comfortable return for 
stockholders. In contrast to most 
industries which write off their 
equipment over a twenty year 
period, a brand new airliner must 
be fully depreciated on the books 
within the brief space of five 
years at the most. Based upon 
recent experience, United Air 
Lines has absorbed about 10% 
of operating revenues in taking 
care of around $4 million annual- 
ly for depreciation. When its 
new air fleet goes into operation, 
this item is likely to soar to sev- 
eral times its present level and 
unless revenues climb very im- 
pressively, it might prove hard to 
make a good showing on the net 
profit end. The company’s man- 
agement and loyal shareholders 
seem to have confidence in the 
final outcome. 
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International Harvester 





announces *20,000,000 price reductions 


We believe there is nothing more im- 
portant to this country than to 
lower the prices of the goods that 
people buy. 

The American people have in- 
sisted that the government with- 
draw from its attempts to control 
prices in peacetime. That places the 
responsibility where it belongs—in 
the hands of business and industry. 
Not all business can reduce prices 
now. Not all can reduce by the same 
amount. 


Our company has felt a duty to 
act as promptly as possible. In our 
case, the business outlook now 
makes it possible to move toward 
the goal of lower prices. The only 
way out of the vicious circle of 
higher and higher prices is to break 
through. 


We have taken this step not be- 
cause of present competitive condi- 
tions nor because of a drop in de- 
mand from customers. We have 
taken it because of our belief that 
ANY PRICE IS TOO HIGH IF IT 
CAN BE REDUCED. 


These reductions, which will save 
the users of our products approxi- 
mately $20,000,000 a year, will be- 





Oo * 
BM prices had not gone up as 
much or as fast as many others 


Here are Average Price Increases since 1941 


All Manufactured Products. .. 
(U. S. Government Reports) 63.7 % 


Metals and Metal Products. . . 41.2% 
(U. S. Government Reports) 
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Ka Industrial Power Products. . 34% 
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re Farm Machines........... 25% 











come effective before April 1, and 
will apply to a selected list of trac- 
tor, farm machine, motor truck, and 
industrial power products. Since we 
lose money on a few of our products, 
and barely break even on some 
others, these reductions will not ap- 
ply to our entire line. Reductions 
will be made individually on prod- 
ucts. Some will be cut more than 
others. Exact details will be an- 
nounced as soon as possible. 

Our ability to maintain this lower 
level of prices will depend in part on 
what happens to the prices and flow 
of materials that we buy from 


others. Because we believe price re- 
duction is vital, we are willing to 
assume the risks that are involved. 


These benefits to customers will 
depend, too, on uninterrupted pro- 
duction at reasonable wage levels. 
This is not a program that can be 
carried out if it is hampered by 
strikes or work stoppages 


Our employes have had substan- 
tial increases in pay, and wage ques- 
tions are currently being discussed 
with many of the unions with which 
we deal. Stockholders have recently 
had an increase in dividend rate. 
Having considered the interests of 
these two groups, we are now making 
these price reductions for the benefit 
of the third group— our customers. 


Business, to our way of thinking, 
has a social as well as an economic 
responsibility. This company has 
long followed the policy of operating 
in the interests of three groups—its 
customers, its employes and its 
stockholders. The duty of the man- 
agement is to see that equal justice 
is done as between the three groups. 

This price reduction program is 
another demonstration of our policy’ 
in action. 


INTERNATIONAL }i HARVESTER 


MARCH 29, 1947 
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for Profit and Income 





(Continued from page 749) 


was before the war. Additionally, 
it has branched out into wines, 
beer, drugs, feeds and foods; and 
will go into soft drinks when the 
sugar supply permits. In short, 
it is quite a different company 
from what it was prewar. Purely 
on a reasoned guess, this column 
would put long-term earnings at 
maybe $5-$6 a share, and prob- 
ably more stable (after the shake- 
down) than many investors now 
expect. Our point is that the 
stock probably has largely, if 
not completely, discounted the re- 
adjustment. It would not be sur- 
prising if in time it sells consid- 
erably higher than now on con- 
siderably lower reported earn- 
ings. 


Group Variations 


Recent reaction lows in the 
averages were nearly the same as 
in mid-January. Group varia- 
tions, as between the two general 
lows, were not very emphatic in 
most cases. However, groups 
which at the March lows to date 
compared best with mid-January 
positions include farm machinery, 
aircraft and air lines, metal fab- 
ricating, rail equipment, textiles 
and apparel and tires. Groups 
which broke their January lows 
mostly by a small margin, include 
drugs, tobaccos, machinery, oils 
and motion picture. 


Some Estimates 


On the basis of latest indica- 
tions, Chrysler should earn 
around $16 a share or so this 
year; General Motors perhaps 
$6-$7; Electric Auto-Lite 
around $7 to $8; First National 
Stores around $6; Standard Oil 
of California about $6; Standard 
Oil (New Jersey) over $8; Union 
Carbide $8; American Smelting 
$7-$8. We could add a dozen or 
more with fair assurance they will 
be roughly near the mark—but 
the current market seems uninter- 
ested in good earnings. Maybe 
they are too good—so good that 
it is figured they can hardly get 
better and that the next signifi- 
cant change will be downward. 
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If You want It 


Stocks now offering a good 
and adequate secure income re- 
turn—if you want it—are Bene- 
ficial Industrial Loan and House- 
hold Finance, Kress and Wool- 
worth, First National Stores and 
Kroger Company, Ohio Edison 
and Pacific Gas & Electric, Stan- 
dard Oil (New Jersey) and 
Texas Company. They are in 
pairs of closely similar merit. 
Take your choice. All are solid. 





The Future of the 
Sterling Area 





(Continued from page 732) 
than Great Britain is likely to be 
influenced to some extent by the 
settlement—or non-settlement— 
of their claims against Britain. 
Currency restrictions are more 
likely to be relaxed if a substan- 
tial amount of blocked sterling is 
released for current purchases— 
let us say, in return for a debt 
reduction. Otherwise the balance 
of payments of the present sterl- 
ing area countries with the 
United States will probably be 
the chief factor in determining to 
what extent the convertibility of 
their currencies will be restored. 

Britain’s obligation to restore 
free convertibility . for current 
transactions is binding only for 
the countries which are under her 
direct jurisdiction, such as Ma- 
laya, the West African and East 
African colonies, and the West 
Indies. But the self-governing 
dominions, Australia and/or New 
Zealand, and/or the independent 
countries such as Egypt or Ire- 
land—are not bound by the An- 
glo-American Loan Agreement. 

A good case could be made for 
free convertibility of the Indian 
rupee and the South African 
pound. Apart from receiving 
freely convertible sterling, India 
is likely to be long on dollars be- 
cause her balance of payments 
with the dollar bloc countries is 
usually favorable. South Africa 
can always settle in gold either 
from current production or from 
its huge wartime accumulated re- 
serves. 

On the other hand, Australia, 
New Zealand, Egypt, Iraq, and 
Ireland, though long on freely 
convertible sterling, have normal- 
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with us. Hence they may decide 
to keep the present limited con- 
vertibility, which even as menm- 
bers of the Bretton Woods insti- 
tutions they can do for the next 
five years. Australia and New 
Zealand are in fact contemplat- 
ing a further restriction on dol- 
lar expenditures. Every single 
one of these countries, and for 
that matter also India, has am- 
bitious industrialization plans re- 
quiring a careful husbanding of 
hard currencies. 

The wartime association of 
the countries pooling their re- 
sources, known as the sterling 
area, is about to be transformed 
into a somewhat looser system, 
possibly much like the prewar 
sterling bloc. The pegging to the 
pound sterling of the Empire 
currencies and the currencies of 
some of the independent states is 
bound to continue. Though the 
pooling of hard currency re- 
sources will end, some of the 
dominions (Australia and New 
Zealand) and of course all the 
crown colonies will continue to 
provide valuable and effective aid 
to London by restricting to the 
minimum their purchases in the 
dollar area. That is obvious. 


The other countries, India, 
Egypt, Iraq and South Africa, 
will probably do with their dol- 
lars and freely convertible pounds 
what they please. Undoubtedly 
they will increase their purchases 
in the United States, but they 
may not have enough freely con- 
vertible resources to remove all 
controls over their trade. Selec- 
tive buying in this country will 
therefore continue. 

What will happen to blocked 
pounds, particularly, if no agee- 
ment is reached with such large 
creditors as Egypt and India? 
There is a possmility that such 
blocked pounds will be sold at a 
discount—against dollars as well 
as against freely convertible ster]- 
ing. Such sales by the Indians 
have already been reported. 


As to the rupee breaking away 
from the pound sterling alto- 
gether, the possibility seems to be 
slight just now. As long as she 
has large blocked sterling bal- 
ances, India has more to gain by 
staying in pound sterling area. 





ly an unfavorable trade balance. 
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Which Companies Will Need 
Financing in Period Ahead 





(Continued from page 729) 
under which it reduced interest 
charges last year by $1,316,000 
to $11,395,000. An additional 
$100,000,000 of refunding bonds 
were sold to the public March 19, 
1947. Over the medium term, the 
company plans to spend $250,- 
000,000 for expansion. 

Armour & Co. has amended its 
recapitalization plan announced 
last July, the president of the 
company stating that it will not 
be necessary to issue any addi- 
tional common shares as part of 
the plan. A new plan was made 
possible by increased working 
capital derived from “more satis- 
factory earnings.” ‘The new pro- 
gram would increase by an un- 
specified number the 350,000 
shares of $100 stated value of 
new first preference stock, and re- 
duce by an unspecified number 
the 300,000 shares of $100 stated 
value second preference shares 
which are to be convertible into 
common stock. The changes are 
designed to meet objections of 
certain stockholders who con- 
tended that the original plan 
would dilute the equity of the 
common. The program will be 
offered and underwritten when 
market conditions permit. 


Comments and Conclusions 


Review of the tabulation shows 
that only about twenty per cent 
of the companies reported de- 
clines in working capital between 
1945 and 1946 and have not 
made arrangements to finance. 
Moreover, these declines were 
slight, and cash assets continued 
ample for current and _ prospec- 
tive needs. By and large, the con- 
trasts with 1940 figures reveal 
growth to positions of major 
strength today. The tabulation 
is not, of course, the only neces- 
sary yardstick to compare even 
the financial positions; but other 
factors within each company 
must be given consideration. 

Due to the high costs of addi- 
tional plants, the companies that 
plan to further expand will need, 
for labor, materials, et cetera, 
part of the large funds they had 
on hand at the close of last year. 
However, except for the durable 
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— ANNUAL REPORT* of The Goodyear Tire & Rubber Co. 
for 1946, presents a statistical picture of the operations of 
this, the world’s leading rubber company. Yet ina sense, sucha 
report is incomplete: 

What value, for instance, should be placed on the Goodyear 
Ideal .. . “To make Goodyear products better today than they 
were yesterday, better tomorrow than they are today’? Yet that 
ideal has been responsible for Goodyear leadership in rubber 
for over a quarter of a century. 

Nor are Goodyear Opportunities lised ... although, through 
opportunities, Goodyear attracts the younger men whose efforts 
keep this leading rubber company ever young. Goodyear “oppor- 
tunity” repeatedly opens new markets, and brings profits and 
independence to thousands of distributors and dealers. 

Foresight, too, is missing; yet only foresight could have earned 
for Goodyear its reputation as “the Greatest Name in Rubber”. 

Nor can Diversification be underestimated ... with Goodyear 
now contributing to such varied enterprises as transportation, 
food packaging, clothing, farming, metal fabrication, mining, 
pre-fabricated housing, and a virtually unlimited number of man- 
ufacturing operations. 

How, in fact, can any statistics evaluate the achievements in 
synthetics and plastics of the modern Goodyear Research Labo- 
ratory? 

But there is one liability that was also omitted from the report 
... the debt we owe the public. For by their continued and ready 
acceptance of Goodyear products, we have become their debtors, 
honor-bound to respect and repay the confidence that could only 
have come from years of satisfactory and dependable service. 


* * * 


These “‘hidden assets” and this “‘liability”’ are not easily appraised in 
an audited report. But they were largely responsible for Goodyear’s 
record-breaking peacetime sales in 1946. 


*4 limited supply of the report is available on request. 


Please address Secretary's Office, The Goodyear Tire 
& Rubber Co., Inc., 1144 East Market St., Akron 16, Ohio. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 














goods manufacturers, they will 
not, generally speaking, need to 
further increase inventories. The 
great majority of companies 
show substantial increases in in- 
ventories in 1946 over 1945, and 
when contrasted with 1940 dem- 
onstrate that business should 
continue at the highest level in 
history. Most conservative com- 
mitments would be in companies’ 


stocks, such as Hazel-Atlas Glass - 


and Youngstown Sheet & Tube, 
that have not increased inven- 
tories over the 1940 level. Con- 
trasts between 1946 and 1940 are 
apparent in nearly all cases for 
the figures in the first three 
columns of our tabulation and 
augur well for abilities of the 
companies to handle large vol- 
umes of business for the quar- 
terly periods and for the years 


ahead. 





100 Most Active Low Priced 
Stocks Under $20 Per Share 





(Continued from page 738) 


Radio-Keith-Orpheum 
Corporation 


This producer and exhibitor of 
motion pictures undoubtedly will 
have a heartening report for its 
shareholders when its full results 
for 1946 are disclosed. During 
the first nine months of 1946 net 
earnings per share came to $2.59 
against $1.19 in the relative 
period of 1945. And with na- 
tional income at record high 
levels the prospects for 1947 are 
encouraging. Early last year, 
the company fortified its financial 
position through a private sale of 
$22 million 3% debentures, from 
the proceeds of which it retired 
practically all of the mortgage 
debts on its theaters. Net work- 
ing capital on June 30, 1946 
was $39 million, including $24.4 
million Government bonds. On 
3,834,827 shares of common 
RKO paid initial dividends of 
90 cents per share last year, and 
could rather easily have been 
more liberal. The shares recently 
sold at 1414, compared with a 
1946 range of high—2814, low 
—15%. 


Socony-Vacuum Oil Company 


As one of the largest produc- 
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ing, refining and marketing oil 
concerns in the United States, 
this concern is well known to our 


readers. Domestic oil reserves in 
most productive sections of the 
country are held on a large scale, 
while in the Far East the com- 
pany is strongly entrenched. At 
the end of 1945 a working capital 
of $274 million speaks for itself, 
in considering the financial 
status. While final figures for 
1946 have not become available, 
the company estimated net for 
the first nine months as about 
$30 million. More than 130,000 
stockholders own the 31,178,323 
shares of common outstanding 
and on which dividends have been 
paid without a break since 1911. 
Price for the shares recently was 
1414, against a high of 151% and 
a low of 14 for the current year. 
In 1946 a high of 1814 was reg- 
istered. 





$3 Billion In Subsidies— 





(Continued from page 723) 


prices, as at present, parity 


prices are proportionately in- 
creased. 
Now, in order to maintain 


these prescribed parity rates, the 
Government is committed to enter 
the open market and buy up 
various staple commodities. Thus, 
at a time when wearing apparel 
is still at a premium, the Com- 
modity Credit Corp. has been 
buying up “surplus” wool in the 
open market and impounding it 
in Government warehouses. In 
this manner it has stockpiled 
some 460 million pounds of the 
staple sorely needed by industry 
and consumers, but it can’t re- 
sel] it below parity levels! Thus, 
Mr. John Taxpayer is not only 
charged for this via his income 
tax, but must pay an artificially 
high price for the wool which 
enters his articles of wear. 

Much the same situation has 
been true of potatoes, of which 
we recently had a huge surplus. 
Tons of potatoes rotting on the 
ground seem incomprehensible at 
a time when food costs are stag- 
gering and the world is on short 
rations. Yet, thanks to the per- 
verse workings of our subsidy 
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laws, the Commodity Credit Corp. 
was required to buy up this sur- 
plus which it could not resell. 
Actually, it distributed some of 
it gratis to charities and institu- 
tions, but thousands of tons still 
remained to rot on the ground. 
Under a freer working of the 
laws of supply and demand, the 
market price would have declined 
under the surplus supply, and 
housewives would have had the 
benefit of lower prices. Instead, 
they had to pay a hidden premi- 
um to the farmer in the form of 
an artificially high price. Worse 
still, part of the price premium 
goes to administering the subsidy 
operations. 

Much the same story could be 
repeated with regard to other 
commodities. The potato - buy - 
ing program last year cost the 
taxpayers around $80,000,000, 
and will run to approximately 
the same figure this year. Wool 
buying is expected to approxi- 
mate $700,000,000, while the 
program to support turkey prices 
will add another $20,000,000. 

Still another paradox in the 
farm subsidy program is_ the 
bounty of some $66,000,000 set 
aside to stimulate exports of farm 
products, at a time when foreign 
demand for American foodstuffs 
and fibre is at a record high and 
is yielding peak prices. 

Yet, it must not be supposed 
that farmers account for the bulk 
of subsidy payments. Upon scru- 
tinizing the Federal budget, it 
will be seen that other items far 
outweigh the sums de ‘oted to 
farm aid. For exampk, one of 
the largest appropriations is to 
aid veterans—to the tune of over 
$7,000,000,000! Few people will 
question the desirability of assist- 
ing veterans, whose deserving aid 
is beyond all dispute. The issue 
here is not the matter of aiding 
the ex-service man and his de- 
pendents, but of the efficiency in 
which the aid is granted. In other 
words, will the veteran receive the 
full benefit of these huge grants, 
or will large amounts thereof be 
wasted by bureaucracy and red 
tape in the process? All indica- 
tion to date suggest that this will 
be the case. 

Breaking down this $7,000,- 
000,000 figure, we see that rough- 
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ly $1,000,000,000 is allocated for 
job training, whereby the veter- 
an is underwritten by the Gov- 
ernment to learn his new job or 
trade. Undoubtedly this form of 
assistance is proper and justified 
in many cases, yet actual experi- 
ence has already shown that there 
are many instances where the 
privilege is being abused. For 
instance, there is the now classic 
case where the Veteran’s Admin- 
istration found itself paying a 
veteran to “learn” to be a bank 
Vice President. A more efficient 
administration of this bounty sys- 
tem could reduce the outlay far 
below its present huge total. 

The above $1,000,000,000 ap- 
propriation is not to be confused 
with the educational benefits un- 
der the G.I. “bills of rights,” 
which calls for still another bil- 
lion, nor with the $980,000,000 
earmarked for jobless vet bene- 
fits. And, on top of all this, is 
the $870,000,000 asked to 
execute this vast program via the 
Veteran’s Administration, a sum, 
incidentally, which is almost as 
much as was used to run the en- 
tire Army and Navy before the 
war. 

One notable subsidy is_ the 
$300,000,000 postal deficit which 
operates as an indirect subsidy to 
certain types of business in- 
terests, notably newspaper and 
periodical publishers. Thus, 
newspapers are mailed for some 
$83,000,000 less than it costs the 
Post Office to handle them, while 
magazines pay about $39,000,- 
000 below actual costs. The 
latter, incidentally, does not in- 
clude so-called “non-profit” mag- 
azines of a fraternal, educational, 
or institutional nature, which cost 
the Government another $26,- 
000,000. Another important sub- 
sidy item to note in passing is 
the public works and _ housing 
program, at a cost of $2,072,- 
000,000, compared with a 1946 
appropriation of $359,000,000. 

How great is our national 
subsidy bill? The answer to 
that depends largely upon what 
is included as a subsidy item. 
As previously stated, many 
such items are hidden, or not 
readily identifiable on first in- 
spection in the budget. Some 
authorities put the total subsidy 
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said Prospectus. 


Hartford 1, Connecticut. 





THE CONNECTICUT LIGHT AND POWER COMPANY 


Notice to Common Stockholders 


The Connecticut Light and Power Company has mailed, in one 
envelope, to each of its Common Stockholders of record at 3 P.M. 
(E.S.T.) March 19, 1947 (1) a Prospectus setting forth the 
Company’s offering to its Common Stockholders of a total of 
164,018 shares of its Common Stock at $50 per share on the basis 
of one share for each seven shares held, and (2) a transferable 
full Share Subscription Warrant and /or a transferable Fractional 
Share Subscription Warrant, the subscription rights evidenced 
thereby expiring at 3 P.M. (E.S.T.) on April 3, 1947. 

The Hoer*ford-Connecticut Trust Company, 760 Main Street, 
Hartford 15, Connecticut has been appointed by the Company as 
Subscription Agent to receive subscription agreements and pay- 
ments for shares of Common Stock subscribed. 

It is probable that during the 14-day subscription period the 
transferable Warrants will have a value. Hence, if a Common 
Stockholder does not exercise the subscription rights evidenced 
thereby, he will probably be able to sell his rights through usual 
investment channels. It is important, therefore, that stockholders 
do not destroy the Warrants which they receive. 

This notice does not constitute an offer to sell or a solicitation 
of an offer to buy any of said shares. The offering is made only by 


Correspondence relating to the Warrants should be addressed 


either to the Su scription Agent at the above address or to 
P. R. Fleming, Treasurer of the Company, P. O. Box 2010, 


THE CONNECTICUT LIGHT AND POWER COMPANY 



































Martin-Parry Corporation 
DIVIDEND NOTICE 


The Board of Directors has declared a 
dividend of fifteen cents (15c) on the 
Capital Stock of the Corporation, payable 
April 5, 1947, to stockholders of record 
at the close of business March 20, 1947. 


T. Russ Hill, President 








cost as high as $13 billion, but 
this probably includes certain 
items of debatable nature. 


Just how much of this tremen- 
dous cost can be trimmed off the 
taxpayers’ bill right now is a 
hotly debated subject. But cer- 
tainly it would seem that more 
efficient administration could go a 
long way toward lightening the 
load. Just by eliminating the 
previously cited items of $336 
million for price support, $66 
million for export subsidies, and 
about half of the $7 billions set 
aside for veterans would result in 
a savings of close to $4 billions. 

A $4 billion saving is equal to 
roughly half the corporate tax 
income estimated for the new 
fiscal year, or nearly 20% off the 
$19,120 billions expected from 
individual levies. What a reduc- 
tion of this magnitude would 
mean to the beleaguered taxpayer 
and shareholder is therefore ob- 
vious. It’s something for our 


fiscal authorities to think about. 
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CONSOLIDATED 
|| NATURAL GAS 
COMPANY 


= || 30 Rockefeller Plaza 
| New York 20, N. Y. 


DIVIDEND No. 7 
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T we BOARD OF DIRECTORS 

has this day declared a regular 
i| semi-annual cash dividend of 

H One Dollar ($1.00) per share on 

= ] the capital stock of the Com- 
= | pany, payable on May 15, 1947, 
1} to stockholders of record at the 

| close of business April 15, 1947. 


| 
| 
E. E. DUVALL, Secretary |} 





=|] March 12, 1947 
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Universal Pictures 
Company, Inc. 


© 


DIVIDEND 


1 he Board of Directors has declared 
a quarterly dividend of 50c per share 
on the outstanding common stock of 
the Company, payable April 30, 
1947 to stockholders of record at the 
close of business on April 15, 1947 
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JOHN MORRELL & CO. 


DIVIDEND NO. 71 
A dividend of Thirty- 
# seven and One - Half 
Cents ($0.37144) pershare 
on the capital stock of 
John Morrell & Co., 

™ will be paid April 30, 
1947 to stockholders of record April 
12, 1947, as shown on the books of 
the Company. 





George A. Morrell, 


Ottumwa, Iowa. Vice Pres. & Treas. 
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BEAR MARKET 
OVER? 


In the light of current discussions as to 
whether or not the Bear market which 
had its inception last Spring is over, we 
have elected to provide our clients with 
a careful and thorough appraisal of all 
points involved in this timely and im- 
portant subject. 


We do not believe that investors and 
traders need to wait until the market has 
risen some 20 points (as would be neces- 
sary on Dow’s theory) after an authentic 
test of last Fall’s lows before institut- 
ing a broad buying program for the NEW 
PRIMARY BULL MARKET. 


Greatest Opportunity 
Since 1942? 


On the contrary, only two bearish Cyclical key 
periods remain (and those are relatively near at 
hand) through which stock prices must go prior 
to a potent upswing, and if these time zones pass 
without joint violations of last Autumn’s low 
points, AN OPPORTUNITY FOR PROFIT- 
ABLE INVESTMENT ‘WILL BE AT HAND 
THE EQUAL OF WHICH HAS NOT BEEN 
PRESENT SINCE 1942. 


That new readers may know when this time 
period for exhaustion of bearish psychosis is to 
be expected, and, further, what action to take 
NOW, we will send our latest Bulletin releases 
(issues of March 25, 28, April 1, 4 and 8), to- 
gether with our Cycle Forecasts for March and 
April, objectives on 287 stocks (10 pages), plus 
our Fund magement’s “Study of the Twelve 
Bear Markets Since 1899 and Their Implications” 


SE ccc g ams hiniecink noaae coe $2. O 


As the demand for these studies has been 
great and the supply ts nearly exhausted, may 
we suggest that you act promptly in obtaining 
this very timely material. 


Regular term subscription rates 


Six months’ service -................--- $55 0 
One year’s service ..................-- $100 -F 
STOCK TREND 
SERVICE 


Div. M329 Springfield 3, Mass. 




















Projecting Business Outlook 
Into Second Quarter 





(Continued from page 718) 


tinues to exceed the number of 
decreases or omissions, and stock 
split-ups are still popular. Divi- 
dends should be more stable than 
earnings this year, due to the 


large accumulation of  undis- 
tributed earnings during and 


since the war. Many companies, 
however, will not pay out any- 
thing near their total earnings, 
because of needing capital for 
plant expansion and for financ- 
ing inventories and receivables at 
the higher price levels now pre- 
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vailing. Dividend policies have, 
speaking generally, been ex- 
tremely conservative during re- 
cent years. 


For individual company data 
on dividend payments and com- 
ment on future prospects, the 
reader is referred to the series of 
analyses by major industries 
given in our recent issues. 


7. Credit Position. Although 
commercial bank credit, as mea- 
sured by total loans and invest- 
ments of the weekly reporting 
member banks, has declined dur- 
ing the past year by about $12.3 
billion, this was more than ac- 
counted for by the liquidation of 
$13.9 billion in government se- 
curities that accompanied the re- 
tirement of maturing debt from 
the Treasury’s excess cash bal- 
ances built up by the Victory 
loan. As this money was never 
spent, it was only potentially in- 
flationary while in the form of 
government deposits with the 
banks, now cancelled by the debt 
retirement. 


Total loans during the past 
twelve months increased by $1.6 
billion. Here again the net 
change in total obscures diverse 
changes in the components. 
Whereas loans secured by U. S. 
and other bonds and stocks were 
reduced by $2.9 billion, repre- 
senting chiefly the liquidation of 
loans to finance subscriptions to 
new government securities, all 
other loans increased by $4.5 
billion, of which about three- 
fourths was in the category of 
“commercial, industrial and agri- 
cultural.” 


Such a substantial increase in 


bank borrowing reflects three 
principal factors: the higher 


price level, accumulation of in- 
ventory, and short or long-term 
loans to finance plant reconver- 
sion, modernization, expansion. 


At the same time consumer 
credit has been rising rapidly 
toward the former peak in 1941, 
although January 1947 showed 
a slight dip. This reflects the 
financing of purchases of auto- 
mobiles and other durable goods 
in increasing amount, either on 
instalment sales credit or instal- 
ment loan credit, from banks and 

















OIL STOCKS 


in Buying Range? 
}  arigicha predictions of a post- 

war slump, the Oil Industry 
set new peaks of sales and earnings 
last year. Indications now point to 
still higher records for 1947. Do 
neglected investment opportuni- 
ties exist in this strong industry? 


5 STOCKS FAVORED 


The current UNITED Report 
discusses the prospects for Oil 
stocks; presents essential data on 39 
active issues, with forecasts of 1947 
earnings; and selects 4 stocks for 
income and growth and one with 
unusual speculative appeal. 


For an introductory copy — 
Send for Bulletin MW-88 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A rr: Boston 16, Mass. 








. other lenders. The pinch in con- 


sumers’ budgets referred to above 
is probably a factor also, as are 
personal loans to help finance the 
purchase and repair of homes. 


8. Psychological Factors. 
While this review of the more im- 
portant tangible factors shows 
the justification for the general- 
ly-accepted belief that produc- 
tion and trade-will be well main- 
tained through the second quar- 
ter, it shows also the reason for 
the increasing nervousness now 
being shown. The ending of sell- 
ers’ markets will eventually have 
a profound influence on senti- 
ment. The renewed inflation of 
prices in grain, metals and cer- 
tain other basic commodities has 
worried both business and gov- 
ernment authorities for fear it 
will lead to a collapse. 

There are threats that the 
whole national economy may 
again be tied up by strikes in 
such lines as steel, automobiles, 
rubber, coal, railroads,  tele- 
phones, shipping, banking, and 
brokerage. Most state and local 
governments are straining des- 
perately for more and more tax 
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What : 7 oe Say 


L. C. B. of New York, N. Y. 
“The last issue of your bulletin was 
most interesting. In fact, they all are. 
Thanks for your valued opinions.” 

E. K. A. of Reno, Nevada 
“I am delighted with IBF service and 
plan to continue it indefinitely. 
Forecast service—by Air Mail Special 
Delivery—is perfect for me. Being paid 
up years ahead doesn’t matter for I 
intend to use it for the rest of my life.” 

J. W. of Fort Dodge, Iowa 
“I have been pleased and satisfied with 
The Forecast service over a period of 
years and will continue to be a sub- 
scriber. 
I never wish to abandon the help I get 
from the Executive Offices at 90 Broad 


M. Q. B. of Beverly Hills, Calif. 
“I had been advised by my broker be- 
fore I was a member of your wonder- 
ful Investment, and Business Forecast. 
From now on I will only follow your 
service. I am really very pleased with 
your system and should have had it 
long ago.” 

Dr. I. E. K. of Jersey City 
“I find The Forecast very helpful and 
beneficial in my financial dealings. I 
recommend it highly to my friends. 
You have served me satisfactorily since 
February, 1924. My brothers in Newark, 
N. J. and Reading, Pa. are also sub- 
scribers.” 

N. S. of Norfolk, Va. 
“IT mailed you a check for $50 on 
January 10, 1947 . a month ago. 
Your service is very satisfactory. 
As I wish to become an annual sub- 
scriber, I am enclosing $25 to pay for 
the full year’s subscription. 
Thank you for your advices.” 

C. W. S. of Puyallup, Wash. 
“IT am well pleased with your invest- 
ment service. 
By giving us all possible advance in- 
formation as to when to Buy or Sell 
such as is contained in your weekly 
editions, you enable subscribers, like 
myself, living at a great distance from 
New York, to keep more abreast of the 























Profit Opportunities in the Making.... 
for Near Term Markets 


The market is now crystallizing 1947 security price trends and 
selected stocks again will be available at levels that offer substan- 
tial capital appreciation plus liberal income. 


Buy on Weakness . . . Sell on Strength . . . has always proved 
a successful investment policy. But . . . in this period of great 
selectivity . . it is more important than ever that you clarify 
your position to make sure you are holding the right stocks . . 
and are prepared to take advantage of undervalued situations as 
they develop. 


This is the special function of Forecast Service, which you will find 
of outstanding value and practical usefulness now and during the 
decisive weeks ahead . . . as the market establishes a base for a 
major upturn which will reflect sustained high business volume for 
strategically situated companies. With its skilled analysts . . . 
. private stock and news tickers . . . statisti- 
. The Forecast will tell you 
when to contract or 


tested barometers . . 
cal, chart and research resources . . 
what and when to buy and when to sell... 
expand your holdings. 


Enroll Now To Capitalize On New 
Investment Opportunities in the Making 


Immediately we will place at your disposal our tested and proven 
market forecasts . . . the soundness of which has been substanti- 
ated by the action of the market itself. We will counsel you just 
as soundly in the proper timing of your commitments during the 


vital period ahead. 


You will benefit also from our definite recommendations of 
advantageous selections in low-priced stocks . . . in special situa- 


tions . . . in potential leaders . . . as developing trends take shape. 


We look forward to serving you and extend our special offer of 
FREE Service to May |. Mail the coupon below today! 








aaelns. pot -L__-4 FREE SERVICE TO MAY | fe me a ee ee 
Please continue this service.” , 3-29 ' 
i THE INVESTMENT AND BUSINESS FORECAST 1 
! of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. I 
S ecta f Offer! I enclose [) $50 for 6 months’ subscription; [] $75 for a year’s subscription. b 
P (Service to start at, once but date from May 1, 1947) I 
| SPECIAL MAIL SERVICE ON BULLETINS I 
MONTHS' 4ir Mail: 1) $1.00 six months; 1 $2.00 ( Telegraph me collect in anticipation of } 
I one year in U. S, and Canada. important market turning points ! 
SERVICE " > pectal LJ $5.50 six months; when to buy and when to sell. I 
MONTHS' l (1) $7.00 one year. j 
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l service 970 ~~ 
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Complete service will start at | 
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E ! any time without your consent, initial analytical amd advisory report. I 
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ARE You > 


PLAN-LESS 
iyvestoh @ 


DO YOU BUY ON HUNCH OR IM- 
PULSE—ONLY TO REGRET LATER? 


DO YOU WAIT FOR BUYING 
OPPORTUNITIES — ONLY TO SEE 
THEM PASS YOU BY? cna 


HERE are effective principles 

that can help you eliminate 
much of the uncertainty of stock 
market purchases, and guide you 
in both long-term investment and 
short-term operations. 
The EQUITY INVESTMENT 
PLAN’s 7-Point Outline is based 
on these proven principles, and is 
applicable to any market day in 
the year, 
Buying good common stocks is 
not a hazy capital venture. Divi- 
dend yield and market appreci- 
ation profits should be expected 
from investments in sound corpo- 
rate business. 
Careful application of the 
EQUITY INVESTMENT PLAN 
can point the way to these profits, 
and pay for itself many times 
over in greater peace of mind 
for you. 
The EQUITY INVESTMENT 
PLAN is priced at $10. A copy 
will be forwarded to you by Air 
Mail on receipt of remittance, 
with a 5-DAY EXAMINATION 
AND RETURN PRIVILEGE for 
full refund if you do not use it. 





To obtain vour copy, send for 


Plan W-35 — today. 


EQUITY 
. INVESTMENT SERVICE 


e P. O. Box 183, Winona 10, Miss. 
@eeeeeeoeoeeeeaese @ 











Projecting Business Outlook 
Into Second Quarter 





revenues, in order to pay for in- 
creased salaries of school teach- 
ers, public servants, soldiers’ 
bonuses, and public works. Many 
municipally-owned public utili- 
ties are run down and in need of 
repairs, modernization, and ex- 
tension. Federal tax reduction 
grows more uncertain. 

The present high level of busi- 
ness has been dependent to con- 
siderable extent upon credit, and 
much additional new financing is 
coming into the market this year. 
Advertising appropriations for 
radio programs and other types 





of promotion are being cut back 
sharply by many large manufac- 
turers. Finally, the possibility 
that Russia may be pushing 
toward another world war hangs 
like a cloud over the horizon. 
This spirit of caution, how- 
ever, is not in itself to be feared, 
since it may have an invaluable 
wholesome influence by calling at- 
tention to the dangers inherent 
in the situation, discouraging 
further price speculation, wage 
demands, and other excesses, and 
thereby aiding in the mainten- 
ance of stable and prosperous 
conditions for an extended period. 





Weighing Changing Trends 
in Commodity Prices 





(Continued from page 721) 


may continue to work higher for 
a little longer. But not much 
longer. Prices of basic farm prod- 
ucts such as grains and cotton 
are well above the projected 1947 
government loan levels. New 
crops will be moving to market 
within a few months, at about 
the time when industrial produc- 
tion and national income appear 
likely to be contracting. It is 
considered highly problematical 
whether government loans to 
farmers at 90 percent of “par- 
ity” will prove particularly effec- 
tive as price supports during a 
period of declining business ac- 
tivity when the general trend of 
prices is downward. The Federal 
Farm Board was unable to check 
more than temporarily the down- 
trend of farm products from 
1929 to 1932. 


Soft Goods Lines Weaker 


In a number of soft goods lines, 
some retailers already have re- 
duced their selling prices below 
replacements values plus normal 
markups in order to move mer- 
chandise. With sales volume de- 
clining steadily, there will be 
more of this. Manufacturers as- 
sert that they cannot produce 
merchandise for sale at the re- 
duced retail levels, but eventually 
they must face the choice of cut- 
ting costs or of discontinuing op- 
erations. Under competitive con- 
ditions, the selling cost of arti- 








cles produced in quantity for the 
mass market is determined by 
what the consumer is able and 
willing to pay. This simple fact 
was forgotten in the scarcity 
economy under OPA, but it is be- 
ing discovered again. Reduction 
of production costs puts pres- 
sure on wages and raw materials; 
so, too, does curtailment of pro- 
duction. 

In the not far distant future, 
probably not later than early 
Summer, curtailment of produc- 
tion of soft goods appears likely 
to exert considerable pressure 
upon the prices of raw materials 
used in their manufacture. This 
probably will be particularly true 
of cotton, hides, and leather and 
to a lesser extent wool. At the 
same time, meats and fats and 
oils—at very high levels now— 
are likely to decline in response 
to the combined impact of larger 
supplies and contraction of pur- 
purchasing power. The Depart- 
ment of Commerce believes that 
prices of lumber, paints and paint 
materials, and drugs and phar- 
maceuticals also will move down- 
ward this Summer. The items 
enumerated above cover a large 
section of our economy. 

Ferrous and nonferrous metals, 
paper and pulp, and industrial 
chemicals appear to be in strong 
positions to resist price declines. 
Nevertheless, insofar as metals are 
concerned, it must be admitted 
that a considerable part of the 
production of durable goods has 
been for replenishing inventories 
depleted during the war. Hard- 
ware stores, for example, now are 
reasonably well stocked again 
whereas, during the war, even 
their sample boards were stripped. 
Then, too, it must be recognized 
that a large part of the demand 
for metals has emanated from 
manufacturers of household elec- 
trical equipment such as refrig- 
erators, washing machines, irons. 
It appears that many of the new 
manufacturers will eventually 
fall by the wayside. Before they 
do, however, there is likely to be 
considerable price cutting both 
by new and old line manufac- 
turers. Price cutting and cur- 
tailment of production are de- 
pressants of raw material prices. 
In the meanwhile government 
stockpiles have been depleted. 
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If our economic system were a 
well-oiled machine, the declines in 
prices of foods and other farm 
products would automatically re- 
lease sufficient purchasing power 
for consumers to absorb the full 
production of manufactured 
goods without difficulty. ‘ 

If the present upswing in com- 
modity and raw material prices 
is checked before it goes much 
further, the consequent price re- 
action will be less severe and less 
prolonged and we will be able to 
move ahead more rapidly into the 
greatest period of prosperity the 
United States has ever witnessed. 
If, on the other hand, prices con- 
tinue to mount rapidly for sev- 
eral months longer, the reaction 
may be so severe as to paralyze 
all industry, wiping out untold 
amounts of wealth and forcing 
national income down sharply. 
However, basic underlying fac- 
tors already are at work to bring 
about a connection between 
prices, production, and national 
income, and it appears that such 
a connection will not be long de- 
ferred unless new and presently 
unforeseen factors are injected 
into the situation to intensify and 
prolong the upward trend in 
commodity prices. 


As I See It! 


(Continued from page 713) 
differ widely. As a matter of fact, 
General Marshall’s decision to 
pull out of China may prove to 
have been decidedly constructive, 
if only because it forced the Na- 
tionalists to take a definite stand 
against the Communists them- 
selves. Already the capture of 
Yenin denotes progress towards 
setting the Communists back on 
their heels. China must settle her 
own internal troubles and when 
she has demonstrated the requisite 
strength of character, we can 
again collaborate with her more 
effectively. She knows that with- 
out our aid she will fall into the 
Russian orbit. 

Now that our legislators in 
Washington have been told just 
what’s what about the Greek- 
Turkish situation, it is to be 
hoped that the Republicans will 
follow the lead of Senator Van- 
denberg and support the Presi- 
dent’s plan. It is a fortunate thing 
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on an average, than the general list. 


exceptional profits. 











for us all that a conservative like 


Vandenberg took such an active 
part in the Paris Conference. He 
has become fully aware of what 
we are striving for and just what 
is needed to meet the current 
emergency. The fact that he is 
in harmony with the Administra- 
tion policy substantiates its sound- 
ness. The Government has accom- 
plished so much within a short 
time by the courage of its stand- 
point, that it deserves the heart- 
iest cooperation. 


What To Do In This Market 








(Continued from page 715) 
excessive. The process of work- 
ing them down, involving curtail- 
ment in new orders, will leave a 
further gap in production. 

Fourth, the present high level 
of production is supported by a 
record volume of capital outlays 
for new plant and equipment. 
This is subject to sharp curtail- 
ment when receding sales, prices 
and production induce a less con- 
fident psychology. 

It is possible that the dis- 


LOW-PRICED 


GROWTH STOCKS 
739.7% Rise — 1942 Lows to 1946 Highs 


Act now to get this new Standard & Poor’s Selected List 
for Large Percentage Increases—made up of issues that 
usually outgain the general list. 
@ Whatever the percentage advance may be in the next major rise, there is every 
reason to believe that it will be sharply in favor of these Low-Priced Growth Stocks. 
It is as certain as anything can be in the market that this group will rise much more, 


@ Our Analytical and Statistical Staff has fine-combed the entire Low-Priced Stock 
field to uncover this Special Group of 12 Selected Growth Issues. On the basis of ex- 
perience and thoroughly tested market studies, we present this group as a guide to 


This Important Study Is Now Available. Act Quickly! 


$ Mail $1 with this ad and your name and address for this important study and 
list of 12 Low-Priced Growth Stocks. At no added cost we will send you the 
next 3 issues of Poor’s Investment Advisory Service, a leading guide for 
thousands of successful investors. 


Offer oper to new readers only. 
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POOR’S INVESTMENT ADVISORY SERVICE 
STANDARD & POOR’S CORPORATION (Est. 1860) 
345 Hudson Street, New York 14, N.Y. 
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DON'T RUN WILD 
IN THE WRONG DIRECTION 


Digest 182 has just come off the 
press. Part I. thereof is called IS 
IT TOO LATE TO SELL?, 
Part II. THE GREAT AMERI- 
CAN GAMBLE (Battle For 
The Dollar). 


If you are the normal hopeful 
human being who, despite know- 
ing much about the existence of 
the business cycle, yet will not look 
at stocks from a cyclical angle, nor 
act in accordance with your cyclical 
knowledge, you will most assuredly 
find yourself intrigued with the ar- 
guments presented in this illuminat- 
ing essay. 

It is a most convincing presenta- 
tion of the numerous economic and 
psychological snares which are nor- 
mally overlooked in cyclical in- 


vestment, particularly in the phases 
of boom, 

Major Angas’ view is that, despite 
the current fine boom-time statistics, 
we are now in the beginning of a 
cyclical slump; and he warns inves- 
tors not to be foxed by interim 


bear market rallies or good statistics. 
Whereas the statistician may say 
"Look how good things are: the sta- 
tistics prove if’ . . . the economist 
may argue that boom-time statis- 
tics are the normal warning for a 
cyclical slump. 

Also discussed is the problem of 
whether some day the Money Man- 
agers will be forced to inflate in 
order to protect the bond market 
. . . thus causing stocks to zoom. 
That is the Great Unsolved Prob- 
lem in the stock market, and per- 
haps the key question in long-term 
investment . . . The Battle for the 
Dollar. 

This essay is an economic education 
in simple, straight-forward language. 
The price of Digest 182 is $2. [] 
(Cash—Return Advertisement) Or, 
free with a regular subscription. 


Subscriptions 


Digests......1 Yr. $25 0 3 Mos. $8 O 
WOR a occ 1 Yr. $25 ( 3 Mos. $10 L 
Issued as market conditions warrant 
40% OFF on a “Combined’’ Annual 
Digest-and-Wire subscription. Only 

M-329 


$30 1 instead of $50. 
MAJOR 570 Lexington Ave. ANGAS 


New York 22, N.Y. 


counting of the recession was 
completed at the market lows of 
last autumn, but adequate as- 
surance on that point remains to 
be provided by the actual test of 
market action in nearby weeks or 














months. Meanwhile, the indica- tude, at least until technical signs 
tions call for no new commitments are more revealing. Monday, 
and a continued cautionary atti- March 24. 
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Secure Greater Safety—Income—Profit 


—if your investments exceed $20,000 














qh HESE are hazardous times for the investor. The 
fortunes of companies, industries and nations are 
changing. The fiscal, foreign and labor policies of the 
United States are undergoing change. Your invest- 
ments must also be expertly adjusted to new con- 
ditions and to bring you safety, income and profit. 


In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


Time to Revise Your Present Account 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorrow’s outlook. 


Specific counsel is offered on each issue you own. 
Any unfavorable securities are indicated with reasons 
for selling. Current recommendations are given for 
strong substitutions. If part or all of your account 
should be held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive. 
Working closely with the Directing Board, he takes 
the initiative in advising you as to the position of 
your holdings. It is never necessary for you to con- 
sult us. 


At frequent intervals you receive reports on any im- 
separ changes which affect your securities. You will 
e told what to do in relation to exchange offers, 
refundings, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with 
counsel as to the prices at which to act. Alert advice 
by first class mail, air mail or telegraph, relieves you 
of any doubt concerning your investments, 


Tax Help and Consultation 


You can consult us on any special investment prob- 
lems you face. We keep in mind the tax consequence 
of each transaction and help you to minimize your 
tax liability. Our fee is allowed as a deduction for 


tax purposes, considerably reducing the net cost to 
you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the 
outlook for business, price controls, foreign news, 
Washington developments and the latest figures on 
our market indexes. This merely supplements our 
personal supervision of your individual investments 
—giving the background for our policies and advice 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and 
prospered by earning the renewals of its clients 
through results obtained. Throughout the year we 
keep a record of each transaction as you follow our 
recommendations. At the end of your annual enroll 
ment you receive your audit of your account showing 
just how much profit and income you received. On 
this clear record, you are sole judge as to whether 
our service is worth a great deal more to you than 
its cost. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the 
size of the account. For portfolios below $40,000 
value, our minimum yearly fee of $300 applies. For 
accounts of more than $40,000 our charge is figured 
at 34 of 1% of the value of stocks and cash held. 
plus Y% of 1% of the value of your bonds. There 
is no charge for Government bonds. One sum, paid 
in advance, covers complete supervision—we do not 
ask any percentage of profits produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months 
should prove highly productive for you. With your 
check, send us a complete list of your securities, indi 
cating amounts and buying prices. Also, state your 
personal objectives and needs so our counsel can be 
as valuable as possible. By the end of a year we be- 
lieve you will agree with a Massachusetts investor 
who just renewed for the fifth year, stating: “I am 
grateful and pleased with your careful and excellent 
management of my portfolio.” 
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1. In 1946 the owners of Union Oi! Company 
made a total net profit of $3,85/,023. Most of 
us will admit that almost 9 million dollars is 
a lot of money. But what many of us fail to 
consider is that those profit dollars were di- 
vided among a lot of people. 





4. in other words, while Union Oil Com- 
pany looks pretty big from the standpoint of 
all its oil wells, refineries, service stations, etc., 
the company is actually owned—and the prof- 
its shared—by ordinary Americans like you 
and your neighbor next door. 70% of these 
owners live in the West. 


UNION OIL COMPANY 


OF CALIFORNIA 


et Profit $253 


2. For Union Oil Company is owned not by 
1 man or 2 but by 35,012 individual Ameri- 
cans—enough to fill a good-sized ball park. 
Divided among that many owners, the net 
profits actually averaged just $253.26 per 
common shareholder. 


5. There are 56 in Spokane, Washington; 
10 in Grants Pass, Oregon; 177 in Bakersfield, 
California, etc. 2,150 are Union Oilemployees. 
The average shareholder owns 133 shares— 
about $2,900 worth on today’s market. Some 
own less than this, some more; but the largest 
owns only about 1% of the total shares out- 
standing. 






3. Even this sum wasn’t all paid out in divi- 
dends. $4,200,753 was left in the business. So 
dividends paid out—money that actually went 
to the owners—averaged just $133.28 per 
shareholder, or $11.11 per month. Wages paid 
out, plus the cost of retirement and other ben- 
efit plans, averaged $3,522.70 per employee, 
or $293.56 per month. 


6. So it is not the investments of a few mil- 
lionaires, but the combined savings of thou- 
sands of average citizens, that make Union 
Oil—and most American corporations —pos- 
sible, and without some such method of pro- 
viding the necessary tools, American mass 
production which is based on free competition 
could never have been accomplished. 


This series, sponsored by the people of Union Oil Company, 


is dedicated to a discussion of how and why American busi- 
ness functions. We hope you'll feel free to send in any sug- 


gestions or criticisms you have to offer. Write: The President, 


AMERICA’S FIFTH FREEDOM IS FREE ENTERPRISE 


Union Oil Company, Union Oil Bldg., Los Angeles 14, Calif. 





St. Regis Paper Company 
reports on 1946 


Sales and Earnings at New High 


1946 
$82,782,186 
$ 5,563,604 


Net Sales 
Net Profit 


Properties Acquired 
in 1946 

Pulp and paper mill at 

(Cantonment) 

Pensacola, Fla. 


Pulp and paper mill at 
Pensacola, Fla.* 


Pulp and paper mill at 
Bucksport, Me. 


Paper mills at 
Kalamazoo, Michigan 


Pulp and paper mill at 
Little Falls, Minnesota 


Paper mill at 
East Pepperell, Mass. 


1945 
$52,500,824 
$ 2,211,411 


Additional Annual 
Capacity 
42,000 tons of kraft 
pulp and 59,000 tons 
of kraft paper and 

paperboard 

90,000 tons of kraft 
pulp and 86,000 tons 
of kraft paper 
112,000 tons of pulp 
and 100,000 tons of 
printing and publica- 
tion papers 

80,000 tons of print- 
ing and publication 
papers 

10,000 tons of pulp 
and 12,000 tons of 
printing and publica- 
tion papers 

35,000 tons of kraft 
paper and kraft spe- 
cialties 


195,000 acres of Southern timberland 
400,000 acres of timberland in Maine 
*Under construction by company in which St. Regis 


has an interest. 


Plant Expansion 


Multiwall bag plant at 
Pensacola, Florida 
(Under construction) 
New and enlarged bag 
plant facilities at Van- 
couver, B. C.; Dryden, 
Ont., and Cap de la 
Madeliene (Three Rivers), 
Quebec 

$6,000,000 program at 
Deferiet, N. Y. mill 
(largely completed) 
$2,000,000 program at 
Trenton, N. J. plastics 
plant (completed) 


Additional Annual 
Capacities 
50,650 tons 


20,000 tons 


30,000 tons of print- 
ing and publication 
papers 

10,000,000 Ibs. of 
Panelyte plastic 


Development of Products, Markets and 


Methods of Production 
Bleaching of sulphite and groundwood pulps by 
St. Regis patented procedure 
Application of coating material to the surface 
of poper as it is being manufactured on paper 
machines 
Panelyte drip baffle plates for refrigerators 


DIRECTORS: 


E. R. Gay 
H. R. Lamb 


.H. Allen 
. O. Bulkley 
. H. Cosford H. S. Lewis 
. Delong . E. Mochold 
. Dick . R. Mahoney 
. Dixon 
. Ferguson 
. Ford 

W. H. Verstelt 
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s y of C for 
the Year Ended December 31, 1946 
Net Sales, Royalties, and 
RENCE GSS, $82,782,186.06 
Cost of Sales and Expenses 74,118,642.88 
8,663,543.18 
1,443,445.00 
. 10,106,988.18 
582,546.28 


Operating Income .... 

Income Credits 

Gross Income ........... 

Income Charges 

Net Income Before Provision 
for Federal and Foreign 
Income and Excess Profits 
Toxes .... 9,524,441.90 

Provision for Federal and 
Foreign Income and Ex- 
cess Profits Taxes .... 3,785,207.87 

Net Income Before Deduc- 
tion of Minority Interests 5,739,234.03 

Deduct Minority Interests in 
Income 175,630.47 


Net Income $ 5,563,603.56 











One-piece Panelyte door frames and breoker 
strips, with hidden fastening devices attached, 
for refrigeration 

Decorative Panelyte for table tops, bars, furniture 
Multiwall paper bags adapted for new fields 
(over 400 commodities now being packed) 
Multiwall paper bags. ..expansion within exist- 
ing markets 

New mechanized bag-making equipment 


Looking Forward 


A full twelve-month operation of origi- 
nal and newly acquired properties is 
expected to increase the sales volume 
for 1947 to more than $110,000,000. 
Completion of plans for plant moderni- 
zation and installation of mechanized 
high-speed equipment will increase 
manufacturing efficiency with resulting 
economies. The unity of interest between 
labor and management was furthered 
during 1946, and the personnel of re- 
cently acquired mills is being rapidly 
merged into the St. Regis organization. 
The Company’s products continue to 
supply the needs of the customers en- 
gaged in twenty-one basic American 
industries. 


ST. REGIS PAPER 


230 PARK AVENUE, NEW YORK 17, N. Y. 


NEW YORK + CHICAGO 
BALTIMORE + SAN FRANCISCO 


IN CANADA: St. Regis Paper Co. (Can.) Ltd., Montreal 


PRODUCTS: St. Regis “Tacoma” bleached and unbleached sulphate pulp . . . Multiwall Bags and Bag-filling 
Matchines...Printing, Publication and Specialty Papers...Panelyte—The St. Regis Structural Laminated Plastic. 
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